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PREFATORY NOTE * • - v 



This, is the third report) in a ser4es that foouses on the implementation 

• t 

of the Targeted Jobs Tax Credit (TJTC) authorized by the Revenue Act of 

« * * * ■ ^- 

197&. The first report presented a basic map of TJTC experience in twenty- 

five locations as of roughly^June 30, 1980. The second report updated this 

basic map on the basis of developments through the end of October 1^80, and* 

began to assess. TJTC s utility as a labor market intervention by describing 

and explaining employer response to the tax credit. A brief supplementary 

memorandum was written in November 1980 on the ^implementation and experience 

of the WIN Tax Credit in the same' twenty-five locations, and the relationship 

between WIN and TJTC. Another supplementary survey summarized TJTC's status 

in fifteen locations as of roughly February 1981. This, the third full 

report, draws from the findings in prevrobs reports and memoranda as well as 

fielfl research and consultations Jji February and March 1981. It maps TJTC*s 

implementation structure in detail, describes the evolution of this structure, 

assesses the effects of implementation on performance „ and examines TJTC's 

ability to alter employer hiring, firing, and retention decisions. A final 

report is, planned for late 1981. c * t v 



This project is supported by a grant (24-39-79-01) from "the Office of # 

Program Evaluation of the Employment and Training Administration of the U.S. 
' Department 9f Labor and .by resources of the Mershopl Center of Ohio State 
J^t varsity. The research is conducted by members of The Ohio State University 

CSTA Study (Director: Randall B. Ripley; Associate Director: Grace A. D . 

Franklin;. Project Associates: Donald C. Baumer (Smith. College)* David S. 

Ford (Rutgers University), Jeffrey E. GolonV Marshall R. Goodmany Qebra S. 
. Gross-Si dlbw, William J. Lydon ( Ma thematica Policy Research), Anton ^. Naess, 
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Michael G. O'Loughlin (Salisbury State College), Patrick E. Shields,. Xance M. 
Smith, William C. Strangfeld, Carl E. Van Horn (Eagleton Institute, Rutgers 
University), and Richard L. Wright; (Support Staff: Scott A, Reuter). Primary 
responsibility for drafting this report rested with Smith- with major inputs 
from Wright and the Project Director, The Project Director takes final re- 

sponsibility'for the contents of the, report. 

* * - * * ' • • ^ ' * •• 

The Director, Associate Director, and Project Associates are doing con- 

' o 

tinuing field work in twenty-five Prime Sponsorship areas afrd the 17 states 
• " , ' • " * - s 

in which they are located .throughout the United States. Some discussions are 

a.lso held from time to time with representatives of national governmental'. 

- - • \ 

and private organizations .in Washington, D.C. 

We are grateful to many individuals in our twenty-fi ye sites, individuals 
in state EmpToymeptvServitfe offices, many DOL employees, administrators in 
„ many of the several TJTC vouchering agenci>s( employers .know! ejJgea We about 
the tax crejiit, executives in private firms that ji£e. assisting employers in. 

taking advantage of the tax credit, and representatives of a variety of 

• i N 
Washington-based national organizations. Many have participated irv Idng 

discussions with us. Others have provided various kinds of esserH*ial data. . 



EXECUTIVE SUMMARY ' 

( 

. This report summarizes some of the most important features of the 
implementation and performance of the Targeted Jobs* Tax Credit (TJTC) as 
observed between July 1980 and March 1981 in twenty-five areas throughout ' 
the United States. -The report concludes that TJTC has not been implemented 
by the delivery system and utilized by employers in the way intended by its 
designers, but that it would be premature to draw from this that targeted 
employment tax credits are in all cases ineffective means for increasing 
employment opportunities for targeted individual's". " • p 

^ A. Patterns of Implementation and Performance 

Basic Findings J v 
» • 

1. TJTC's design envisions a performance pat^rn of self -marketing by** 
vouchered individuals, and "new" TJTC hires by employers. However, th-is < 
performance. pattern has not occurred . * '/ 

2 Many Employment Service offices and CETA Prime Sponsors are skeptical 
of TJTC and reluctant to use 1t extensively as a placement tool. 

3. Most employers areparticipating in TJTC through retroactive certifi- 
cations of their current employees rather than by making "new" T^TC hires. 

The Evolution of Performance 

4. Over time, vpdfcherlng activity and employer 'participation 1n TJTC 
have been increasing, and TJTC has been achieving the certification goals set 

"for "it by policy makers; The FY1980 goal of 250,000 certifications was reached 
In June 1980. As of December 3r, 19ft), almost 800,000 vouchers and 4t0,000 
certifications had Been issued since the beginning of the program. 

5. Changes in TJTC performance 1n our sites since October 1980' have been 
modest but generally reflect lower Interest and activity on the part of 1mple- 

. menting agencies and .organizations, -as well as reduced resources. -Marketing 
for TJTC has been reduced or eliminated 1n abou^half the sites, and Employment 
Service voucherlng" has dropped 1n about one thl/d of the sites. 

6. In the sites Included in this study, voucherlng and marketing by the 
delivery system are declining in part because' employers'. have continued to 
participate 1n TJTC primarily by way of retroactive certifications, which do ' 
not Improve the placement rates of the voucherlng agencies*. However, .national 
data show that-voucherlng has Increased steadily, and continues to increase, '• 
for the .nation -as a whole. \ ' ' - ' 

\ 

Delivery System Topography t . 

7. ^ The delivery system for TJTC, can behest characterized as one of random 
entrepreneurshlp, 1n the sense that some agencies 1n some sites are Implementing 
the program aggressively, some weakly, and some almost not at all. 
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8. The majority of Employment Service .offices in our sites are voucher- 
ing TJTC eligibles only when there is a high likelihood of placement, or when 
either employers or cliep±§ request a voucher. 4 The voucherinq strategies of 
•CETA Prirtie Sponsors are divided evenly between blanket vouchering, selective 
vouchering,' and focusing on retroactive certifications. 

"■9. Four types of organizations have been most active in marketing TJTC 
to' employers: Private Industry Councils, private firms assisting employers 
in obtaining certifications, National Alliance of Business .(NAB) metros, 
and state and local Employment Services offices. 

Employer Response - 

10. Of the approximately 300,000 certifications issued between March 1979 
and, the end of FY1980, about 150,000 were for students in cooperative educatlpn 
programs. It is estimated that, of the remaining certifications, 95,0,00 were 
retroactive, and 55,000 were "new" TJTC hires. There is some evidence to 
indicate -that about half of the latter certifications involved at least a 
marginal alteration in employer hiring practices. 

11. Most of the empTfyeri participating in TJTC normally hire from TJTC 
target' groups and have significant numbers of TJTC eligibles already, in their 
laber force. The biggest users of TJTC appear to be the major hotel , fast 
food', grocery, and retail sales chains. 

^Types of Participants Served * ^ 

12 r . ' Seventy percent -of TJTC. vouchers and almost ninety percent of TJTC . 
certifications have been for the two youth target groups-- economically d1s- • 
« advantaged youth, and students 1n cooperative education programs. 

13. The most active vouchering agencies are thejmployment Service, CETA 
Prime Sponsors, and cooperative education agencies, mxh over 90% of all 
vouchers being issued by. these three agencies. 



the types of 



1 14. There has been little variation over time in either the types _ 
clients served by TJTC, or the distribution of vouchering and certif teat ion 
activity, across the designated vouchering agencies./ 

15 There 1s some evidence to suggest, that InAmany cases, because of 
"client resistance, T0TC vouchers are not being usefd by TJTC eligible clients to 
whom they have been Issued as. a tool to' develop ;j/obs. 

B. Assessment and Explanation of TJTC Performance . • ' 

Barriers to a More Pos1t1v^ 'Employer Response/ 6 / 

1 Ma^y~employers believe that the tax savings from TJTC are not large 
enough- to make 1t profitable for them to hire from TJTC target groups. In the 
employers' view, the tax-savings are outweighed by the revenues lost from the 
lower productivity of TJTC eligibles. *^ 

1* . 
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2. Fear. Of involvement v with the government is the single most important 
reason why many employers refuse to participate wJJTC»even by way of retro- 
active certifications. * * 

c 

, 3. It is very difficult for employers to alter their hiring practices 
.so as to take advantage .of TJTC. Employers fear 'that screening job appl i - 
cants for TJTC eligibility may be a vidlatipn of faffr hiring laws, employers 
do not want to Commit personnel time to such screening, and often they simply 
do not want their decisions influenced by a tax credit. t 

Barriers* to More Effective Implementation * *^ 

4. Many. of the vouchering agencies are reluctant to implement TJTC be- 
cause they believe that the small number- of certifications being obtained 
da not warrant the staff time required to voucher participants and market the 
tax credit. * » ,^ 



5. The large number of agencies involved in TJTC make coQrdination 
difficult to achieve. The uncoordinated nature of the -TJTC delivery system 
leads to a reduced .sense of responsibility for TJTC on the part of the various 
vouchering agencies, and to a lack of uniformity' in *the vouchering forms and 
procedures employers face when^they decide to part^cipatje in TJTC. 

6. -..Personnel in the vouchering agencies at the organizational level' 
• wh$re vouchering and job development are done have not been given strong 

incentives for aggressively implementing TJTC. * 

„ • * - 

Effects of Implementation on Performance 1 ^* 

T — ' — ^ ~~ 

7. TOTC has been achieving'the .certififcation goals set for it by policy 
makers at the national levQl. TJTC certifications exceeded the planned 250,000 
level *for FY1980 by over 50,000. The goal for v FY1981 is 300,000 certifications, 
and the performance 1n the first quarter of FY81 suggests this gbaY will be_. 
achieved also unless there 1s a significant change in employer utilizatioprSf 
the tax cVedlt. * / 



8. 4leak implementation of TJTC has hurt TJTC h s performance?, byt.1t ' 
cannot be concluded that expanded effort by the delivery system 

could raise "TOTC performance to si^tantial levels of "new 11 TJTC hires. Even 

* \ In those sites where implementation wa£ quite strong, retroactive certifications 

were nevertheless a large proportion of the" s certif Icatioris Issued. 

9. The posture taken .by local Employment Service offices toward retro-. 
, aQtive certifications affects the level of retroactive certifications they 

issue. Achievement of certilf Ication goals appears to require either active 
marketing of retroactive certifications, or at least willlngnessjto respond 
to employer requests for them. ' f 

• _ 

^p. # The most successful vouchering strategy, in terms of being able to 
achieve ^ relatively low level of retroactive certifications and yet a rela- • 

• tlvely high level of certification goal achievement, is vouchering all TJTC 
ellglbles so that they can use the voucher during job search. Performance is 

* also Improved in this sense If, TOTC is Integrated into other program and 
placement activities. 



/ 
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11. TJTC performance is affected by the types of groups -involved in market- 
ing and implementing it in a locality. 

12. Those sites that used a number qf approaches to market TJTC were more 
successful in achieving certification goals than those sites that used no 
approaches/or only a few approaches. The. most effective approaches, in terms 

lof generating certifications, appear to be those that involve direct contact 
with employers or accountants rather than mass media. ' 

13. The percentage yf certifications that are retroactive is relatively 
high, and the level of certification goal achievement is relattvely low, in 

y those sites where unemployment is either very low or very high/ 

' % • / ' ' ' ■ 

C. * Implications ] ' * \ v 

1 * Because TJTC has not produced its expected pattern of delivery and 
employer utilization--*elf-marke;ting by vouchered Clients, and "new" TJTC 
hires by employers— conclusions cannot be reached about whether this per- 
formance pattern would produce its desired impact of improving target group 
employment. • • 

2. Alone, adjustments in either the delivery system or the tax credits 
design £re unlikely to produce the desired pattern of delivery and employer 
utilization. * * 

3. The desired pattern of performance might be' produced by both eliminat- 
ing the retroattive certification option, and targeting TJTC administrative 

- funds for use in promoting self -marketing by vouchered TJTC participants. But 
there is no guarantee that the desired pattern of delivery and employer partfci- 
pation, even if ^1t were achieved, would yield the desired impact of increased 
employment opportunities for the target groups? ' 
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I. INTRODUCTION ' 



A, NATURE QF THE 'STUDY 

This renort summarizes some of the mo^st important features of the implemen- 
tation and performance of the Targeted Jobs -Tax Credit .(TJTC) as "observed* be- 
tween July 1980 anctrMarch ^T981 in twenty-five areas throughout the United States 
T)he report is not intended to present twenty-five case studies of TJTC, rtor will 
specific' examples from all twenty-five sites b6 used. Rather, the* focus is on 
identification of patterns commGn to a number of sites, particularly the roles 
of different agencies in TJTC's implementation, reasons for employer utiliza- 
tion and non-utilization of the credit, the effects of the credit on^employer 

hiring and firing practices, and variations in TJICis-impJemjeatation andj£^_ 

suits across sites. 

The data on which £his .report is based come from a variety of sources and 
provide a number of different vantage points from which to view TJTC: the 
assumptions *nd expectations of its designers; the goals of its^implementers; 
and the perceptions and response of the empldyers that do land db not use it. 
Because the resources, of this project are necessarily limited and because 1 
local experience varies widely, observations on different points vary in their 
precision and scope. 

Six major sources of data were, used: 

1. The most detailed and reliable data come from a number of open-ended 
personal discussions conducted by the project staff with TJTC implementers in 
the Employment Service and lETA Prime Sponsorships in the <twenty-five Site*. 



Generally, tl^se discussim^ were with n^agenjent and operations staff involved 
directly with TJTC 1 V Juntfementa t i on at the ppiiit of contact with employers and 



TJTC target groups, njcwever, because the 17 state Employment Service offices 



in-which our 25^ local ities are set are important, TJ^C managers in all 17 
offices were alsp interviewed. 

2. Durirg'the Fall 1980 field work, dfcscussiops were r conductecf -at each 
Site with one or more employers that were knowledgeabTe about 7JTC and had 

either taken advantage of the tax .credit, pr* had intentionally avoided in- 

' ' . ' ' J 

volvement with it. A total of 47 employers were contacted, or roughly two * 
per site. Note, however', that employers w$rf selected for consultation on 
the basis»pf TJTC Implementers 1 recommendations, and thus.',the set of employer 
discussions in no way constitutes either a random sample or a systematic 
survey of employer vi,ews. .The discussions with^empl^rs simply ^ovide 
some additional information that, when combined with other data, support * 



some general observations about TJTC ! s effects . : £g* 5 T \" " ~T~r 

3. Additional information abou< employ^ views on the tirx credit was 
obtained from .several surveys conducted by other research organizations. One 
such survey was undertaken in '1979- by the Offip'e of Program Evaluation of the 
Employment and Training Administration. It consisted^ Qf discussions^ mostly 
telephone conversations, with 133 employers (spread across 8 different D0L 
Regions), about half of whom were familiar with TJTC but wer&not taking, 
advantage of it, and about half of whom had actuajly hired TJTt vouehered' 
clients or had ha^ their employees certified retroactively.- Second, the 
California Employment Development Department prov.ided us with its survey of 
employers on the state's Employer Advisory GYoups. A total of 620 employers 

/ I* 

v^ere interviewed in this survey, primarily to determine their* views of TJTC. 

* 4. Discussions were conducted with executives from several private for- 
pnpfit ffrms that are assisting employers in screening their employee^ for 
eligibility for retroactive certif ic$tions. Such firms were contacted in 
Texas, Ohio, and Pennsylvania* 



* 5. On a selected* basis discussiorrs were conducted with agencies 
serving ex-offenders, cooperative education students, and handicapped per- 
sons. The purpose of these contacts was to determine the implementation 
strategies of these agencies and their experiences in using the credit for 
target groups not being served at 'high levels by the Employment Service and 
^felA Prime Sponsors. Generally, ^orrly ttjose" agencies that evidenced a . 

significant level .of TJTC voucheringacti^ity were contacted, and h^nce, 

d 

again, this set of .discussion? in no way constitutes a systematic survey of 
the activities and experiences of the vouchering agencies in question: Over- 

* all, ^"individuals in these other vouchering? agencies were contacted, or 
abQut' 1 per s;Lte. • c 4 

6. Where they were available?, standard quantitative data on the number 

9 of voucfffers and certifications issued in our^sitesrani the characteristics 
of participants served, were obtaineci, from state and local Employment Service 
offices. Local Employment Service offices also provided estimates of the 
percentage of their certifications that "are retroactive, and the types of 
employers in their !areas that are\taking advaatage of TJTC. The U.,S. 

Employment-Service provided us wit)T standard TJTC quantitative. data aggre- 

m * ' + 

N o 

gated by DOL Regions and for the nation as a whole at^sev6ral points in 
time. However, we have discovered- that quantitative information^ vouchers 
and certifications is not very detailed, is handled somewhat\dirferent1y 

in each locality and each state, and provides*only a rough profile of what 

' „ \ » ' " " '* * ' 

1s happen 1 ng x TJTC is in many ways a data-poo* program, and the state^of 

quantitative data refracts this situation vividly. 

Although noj^of these kinds, of data by themselves prov4ide definitive 

"answers to questions about TJTC 1 s implementation and results, taken together 



they give a fairly comprehensive view of what TJTC is producing, % support 
some explanations', and jraise doubts about other possible explanations, 
* ^ w The field work in the twenty-five sites on which this report is based* 
took place at three .points in time. The first round of field work was 
. conducted between April and* late June f98Q and developed a topographical 
map of the agencies involved in TJTQ*s implementation. The second round of 



•v 



field work took place between late August and late October 1980. ^At that" 
time research was expanded to include discussions with employers familiar 

"with TJTC a's Well as Deployment Service administrators-familiar with the 
WIN Tax Credit, so that it was possible to compare the WIN arid TJTC 
experiences and begin expliaiping why employers do and do not take adyanta'ge 
of the latter* The third found of field work was conducted between " 

'February and late March 198-1. Lt updated findings from previous field work ^ 

t ^ 

and explored in more detail the client response to TJTC an<j the effects q4 

• * 
■ » 

TJTC's pending expiration (December 1981) on employer participation. During 
each round of field work, .between 4 and. 24 interviews were condugted, 



tat 



depending on the complexity of the local TJTC 'operation, the level of TJTC 
activity by the other voucher 1ng agencies mentioned above, and the re- 
sponsiveness of employers jamlliar with or using the, tax credit, 

This study of TJTC 1s being conducted simultaneously with a study of the 
CETA Private^ Sector Initiatives Program (PSIP). ^T^Flatter study began in the • 
Winter ol 1979, and the sites chosen at that time now compose the sample of . 
sites" for both the TJTC and PSiP studies. (Although the addition of the TJTC < 
component to the existing PSIP stGdy is economically afjct logistlcally efficient, 
it does present some drawbacks such as our fnabil ity 'to'ftave pre-se-lected sites 

* 4 



that would represent a variety of approaches to and experience with T^TC.) 
The sites were selected for- the purpose of producing a group that possessed 

r - * 

several kinds of diversity: geographical spread, types of Prime Sponsor- 
ships, some that were PSIP demonstration sites beginning in the Summer' of 
1978 and some that were not, size of program, type of lafbor. market, and 
ethnic mix. , 

Table 1 lists the sites and indicates ,the type of prime sponsorship 
areas present and *the ^federal region in which each is located. ^ 
* f Bus report is divided into'four sectior^. This, .the first section, 
concludes with a short overview of TJTC, a discussion of the differences 
between tax credits and employment and training programs, and a summary of 
some of. the assumptions ^pd expectations underlying the design of TJTC and 
the system delivering eligible participants and forms tcuemployers that 
want to take advantage of it. Sgption II describes TJTC's implementation 
and performance^ both of which depart widely from many people's expectations. 
Section III assesses the effects of variations irr TJTC's implementation 
on its pe^ormance in the twenty-five sites* included in this study, and 
provides explanations of why TJTC does not appear to be producing there- 
salts expected of it. Section V contains some concluding thoughts.^ 

B. TJTC -OVERVIEW . 

The Targeted Jobs Tax Credit.!? part of the Revenue Act of 1^8^gned 
into law November 6, 1978. It replaces the New Jobs Tax Credit and the re- ■ 
lated Vocational Rehabilitation i Tax Credit th^t expired on December 31, 19,78* 
the primary difference between the-New Jobs Tax Credit and TJTC is that' the 
former credit sought to^ providq. private sector employers with an Incentive 
to expand total employment while the latter primarily aims at increasing * 
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V; ' TABLE I: RRIt€, -SPONSORSHIP AREAS IN TJTC STUDY 





Prime^ponsorship 


Federal 
Region 


Type of Prinje 
Sponsorship . 


Adams. Co. , CO 


VIII • 


V 

. Co. 


Alamo Csrt., TX 


- VI 


Csrt/ 


Clark Co., -OH 


V. 


Co. 


Dayton, OH 7 : / 


V 


" City 


>• 

Erie Csrt., NY 

* • 


II 


Csrt. / 


Hartford Csrt.? CN 




v Csrt', \ 


. Houston, TX (< , 




. City/ 


Kansas City Csrt. , MO 


.vn7; 


Csr/t.. 

".'s / 1 - 


Louisville/Jefferson .', 
Csrt., ICY i- 


IV.' / 


; Wrt..~. 


Memphis Csrt., TN * , 

» ■ ■ • ' 


iv 


/&rt;; . 


Milwaukee^Co. , WI ' i 


V 


/ Co. 


Minneapolis, MN >y$ 


* 

V /' 


Morris Coui NJ « b /*v*' ? - 


II . 


• Co. 

& • 


** * . 
Penobscot/Hancock 

Csrt/, Mf • V 


I- 


■* 

Csrt. 


r Pittsburgh, P/f • ^ 


vIII .;V' 


.City 4 


PontTand^OR # 
, Sacramento Csrt», CA . 
St. Louis', MO ' 


V ^ 

IX 

} 

VII 


**: .City 
05 rt. 
City . 


/San Diego RETC. t CA g 


IX 


Csrti . 


San Francisrcp, CA 

Santa Clara Mh., CA^ 


" IX * 


City 
- CsMfc 



Southern AJleghenies 
Csrt... PA«» 



lit 



Syracuse, l$¥ 
Tampa^ FL 



1 iv,- 



JfcyneCo MI^ ^ //V ^'' 



J £;Csrt; 
'City 
City 
Co. 1 
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private, sectqt employment opportunities forlpnly certain categories of 

individual s s --se'ven to be specified 

1. Recipients of Supplemental Security Income (SSI) payments: 

. 2. Handicapped individuals referred from vocational rehabilitation 
or .the Veterans Administration. 

3. Economically disadvantaged Vietnam-era veterans who are under* 
35 ye^rs.old. 

» • * * * 

4. Economically disadvantaged youth from 18 through 24 years old. 

• 5. Economically-disadvantaged ex-convicts convicted of a felony who 
are -hired within five years of either release from prison or •« 
'date of conviction. 

« 6. Recipients of approved state or local general assistance. * 

7. Youth, 16 through 19 years old, participating ^n an approved 
' cooperative education program. . 

>, 

An employer is elidible for a tax credit only for hires from among these 

• '_y ' ' \ 

categories of individuals. " t 

* 

TJTC was intended to work by way of an eligibility ."voucher" that is 
given to an eligible. job seeker by an authorized public- agency. If the 
individual is hired, the empl oyer compl etes a portion of the voucher and 
sends 1t to an Empl'oyment Service office where it is reviewed to yisure* 
compliance with regulations. Assuming no problems have been Identified,. ^ 
a ""certification" 1s returned to the'employer to provide necessary" documen- 
tation - for tax purposes. 

The law also permits employers to apply for a tax credit on a retrtP- . 
active basis, that 1s, afjer an •'employee has already been hired. Eligible 
employees hired after September 26, 1978, onward can ea.rn the;tax credit 
for their employers for wages paid to them after- December 31 , 1978. However, 
5 M:he retroactive eligibility of these employees must be certified by one of 
"*\e voucherlng agencies, In the sense th'at a voucher must be Issued. And 
' the Employment Service, which is the'only agency authorized to issue 



certifications, must review 'the vouchers and issue certifications for-" ' - ' 
retroactives just as it does for "new" TJTC hires. 

TJTC allows employers to 'claim tax credits on -50 'percent of first year . - 
wages (up to $6,000) and on 25 percent fit second year' wages (up to $6,000).. 
However, because an employer's normal deductions for tfages roust be reduced 
by the amount of the credit claimed, net TJTC saving) depend on «ht employer's 
' tax bracket: -Actual first year savings can range from $900 for an employer 
^ in the 70 percent tax bracket to>$2,580 for one in'the 14 percent bracket, for . 
each eligible employee paid $6,000 for the first year of employment. 

In part, to prevent employers from hiding 'targeted workers to displace 
retargeted workers, there are two key restrictions in'the legislation 
mandating TJTC: ' . 

t 

1. Wages on which the credit is claimed cannot exceed 30 percent of " • 
tdtal wages paid to all' employees of a firm; and , ' 

2. The credit cannot .exceed 90 percent of an- enipl oyer's tax liability. 
Also, no credit may.be claimed for wages of an employee for the period in'-* ' 

. which the employer received on-the-job training payments, or claimed the 
WIN tax credit, for that employee^ »' 

• TJTC eligible, individuals may receive a 'voucher from any agency authorized 
. to .Issue them-Employment Service offices, CETA~Prime Sponsors, State'Vocational 
. ^ Rehabilitation Departments, Genera"! Assistance Programs, the Veterans Adminis- 
tration, Social Security Administration District offices, and Cooperative Educa- 
" tton programs. ^(Cooperative Education 'programs have somewhat different pro- 
J ' cedures for handling TJTC than do Other a^cies.) Employment Service offices ' . 
^ ,and CETA Prime S^onsors'are permitted tofissue vouchers to all but Cooperative 
EducatWstudenis. The other agencies may only issue vouchers to their client 
groups or .(with the exception of Cooperative Education) they may refer them to 
• t an' Employment Service or Prime .Sponsor office, depending oirwhat arrangements 
/ have been made locally. 4 
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C. EVALUATING EMPLOYMENT TAX CREDITS 

Employment tax credits pose serious problems for evaluation. 'Particularly 
tricky is ascertaining' the point at which evaluation of the delivery system 
should end and evaluation of the tax credit, the mix of incentive^ and require- 
ments designed to alter employer behavior, should begin. It is generally 
assumed, we think correctly, that delivery system performance affects the 
extent to which traditional employment and training programs achieve their 

intended effects, since these programs contain -a major bureaucratic compo- 

r 

nent. Eligible individuals must be located and taken in, assessed and 
referred to training programs, and trained and placed in jobs. #11 or at least 
most of these processes are controlled more or less centrally an v d hierarchically 
by a government agency--in the case of CETA, by CETA Prime Sponsors. In 
contrast, however^' employment tax credits are sometimes viewed as largely 
self-administering, in the sense that they are intended to alter economic , 
behavior through an alteration of the tax structure. rather than through a 
bureaucratic intervention Into the labor force side of the labor market^ - 
From this perspective, if an employment tax credit fails to induce significant 
numbers of employers to. claim the tax credit or alter their behavior, then 
the^failure is due to the nature of the /tax credit itself, not administrative 
procedures and organization.^ And evaluation of the latter would appear>to 
be a wasted effort*. In actuality, however, the extent to which employment *~ ' 
tax' credits necessitate the involvement of public agencies X^eyond the 
Internal Revenue Service^ depends oh- the nature of the, tax credit itself, 
and the'U.S. experience with different typqs of employment tax credits 
sugg^ts that tlfe extent and nature, of KbHc agency involvement may affect 
the extent to which' employers claim tax credits. The question is how much, 
-and in what ways. ^ ' , 



Brfth marginal and targeted employment tax credits have been tried in the 
United States^ Marginal tax credits attempt to induce employers to expand 
tKeir employment by offering them a tax deduction for part of the increase in 
wages they pay above a previous year. In contrast, targeted tax credits 
attempt to induce employers to hire certain categories of people by offering 
employers a tax deduction for part of the wages p^id to people in the targeted 
categories. In other words, although both types 4 of credits offer deductions 
for wages paid, maKjinal tax credits attempt to influence how m^ny people 
employers hire, while targeted tax credits att^pt to influence whp_ they hire./ 
Generally,. marginal tax credits require little or no government implementation 
because firms certify their own eligibility, whereas targeted tax credits re- 
quire bureaucratic administration to certify the eligibility of employees for 
whom the credit is being claimed. % 

/ 

Experience with these two types of employment tax credits suggests/ that 

* ** / 

marginal tax credits are claimed by employers mutfi more frequently thar( 
targeted. tax credits. The New Jobs Tax Credit (NJTC), which was signed into 
law as part of the Tax Reduction and Simplification Act of 1977, is the only 
marginal tax credit, that has been tried in the United States. Although the 
tax savings offered junde* the New Jobs Tax Credit were less than those tje'ing • 
offered under existing targeted tax credits (TJJC, WIN, and welfare), 'employers 
claimed the former much more often than they have, the Jatter. With certain 
restrictions similar to tfcose in TJTC, the New Jobs Tax Credit allowed employers 

* - • % i > 

to deduct 50 percent' of the increase in their wage* base above 102 percent of 

• • - "< /' . ; ^ . * ' ■ 1 

the wage base for the previous year. The deduction could ^be claimed for up to 
$4,200 per employee/, and the employer's deduction for wages v/as recjuced by the 

amount* of the credit, therefore, actual maximum $aving£ could range between 

- ^ ' *H * ' < v ' 

$1,806 for employers in the 14 percent tax bracket and ,$630 for employers in 

the 70 percent tax bracket, compared to corresponding TJTC sayings of $2,5180 

■20- 



and $900, for each employee paid the maximum deductible wages during a single 
year. -Despite the fact that the*New Jobs Tax Credit offered less savings and 
was advertised no more tha^TJJC, employers claimed Neto Jobs Tax Credits for 
'-over three times as many employees during NJTC's first year of operation as 
they claimed under TJTC during its first year. At least 1.1 million employees 
were subsidized under NJTC in 1977, whereas only slightly over 300,000 employees 
were subsidize^ under. TJTC during Fiscal Year 1980: 1 

The lower level of employer credit-claiming in TJTC relative to the New 
Jobs Tax\ Credit might be due to thef comparatively large role of public 
agencies in targeted tax credits generally, but it may also be that public 
agency involvement does not affect how many employers claim credits or alter 
their hiriffg behavior. There are at least four other plausible explanations 
for the different levels of employer'credit-claiming fofcnd in the two tax 
credits. First, insofar as employers are reluctant to -take advantage of , 
a targeted tax credit unless they normally. hire frotri individuals "close to" 
the targeted groups, targeted tax credits may be -usable to fewer employers 
than marginal 'tax credits, which can, be t:aken by any growing firm regardless 
of the types of people it\ires. Second, 0 the greater employ pr credit-claiming^ 
1n the New Jobs Tax Credit relative to TJTC might be a function of ;the 

ft. 9 

economic cycle. The New Jobs-Tax Credit was launched duHjjg a period of 
business expansipn, while TJTC has been available during a period of little 
eco.non^fc growth. ;> Third, the tax liabilities of firms probably^vary < J 
systematically aaross "sectors -of the economy as well as over time. If firms 
are unlikely to claim deductions in a targeted tax credit unless they 
normally hire from individuals approximating the target groups, and if such 
firms have fewer tax liabilities than growing firms, then t lower Jevel of 
employer credit-claiming should be expected in targeted credits relative to, 
marginal credits. Finally, NJTC, unlike TJTC, was not an elective tax credit; 



employers were required to claim NJTC until the Revenue Act of 1978 eliminated 
this requirement* retroactively , Andv«this may be another reason why employers 
claimed NJTC more frequently than they have claimed JJTCr In short, the 
question of whether aspects of the delivery system affect the performance of _ 
employment # tax credits is-neither inconsequential nor easy to ansv/er. 

In evaluating employment tax credits, three factors must be assessed 
before' conclusions can be reached about whether and why they are achieving 
their intended resultsv First, it is nefcessary to determine the extent, 
to which the delivery system performed it£ tasks. . In targeted tax credits, 
the delivery system must at least publicize the ^vaiUbiJ ity of the credit 
and certify the eligibility of employes fgr whom employers would Hke to 
take the credit. Seconds ft is important; to^ obtain some- indication of 
the frequency with whfich employers claim the credit, and identify reasons for 

infreqtiency of credit-claitoing where it occurs. No employment tax credit can 

• * * * " * 

be successful if it fails to stimulate significant numbers, of empToyers to ^ 
-claim the tax credit. Third, however, the effects of , the tax crfedit on employer 
hiring, firing, and retention decisions need aJso to be considered, sincS x * 
employer bredit-c 1 aiming alone may not m$tff t t hat the tax credit hers altered 
employer be&avior. It may be that on>y already growing' firm's take advantage of 
marginal tax credits, and. that only firms tha*t normally hire from tfce targeted 
groups take advantage of targeted tax credits, in whjch-c'ase both typeScOf tax 
credits simply subsidize some employers and employees without having produced 

i • •* ; v < * • i 

" * 1 — ■ — — 

any special behavior on their part. / * 

, K This study Examines each of these a$p§£$£ of TJTC and compares the 
actual ^results achieved in each area to the results that could be expected 
given the assumptions underlying the design of TJTC and the system established 



to deliver it. The purpose of this comparison between actual and expected' 




results 1s to inform the impl^tcit theory underlying TdTC— the assumptions. 
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about delivery system, employer, and client motivations. The analysis begins 
•in the next section of this report with an explication of TJTC's undeHyy^g 
assumptions and expectations. * 

D. ASSUMPTIONS AND EXPECTATIONS ' 

Introduction ' y 

Various people at both the local and national levels -have a^variety^of 
expectations about what results TJTC should achieve. 'The purpose of this 
section is to articulate these expectation§ and explicate some 6f the 
assumptions underpinning them.' It should be ftot^d^however, that the expecta- 
tions and assumptions discussed in this section are drawn from a number of 
sources, 4 and are presented here only as a guide to evaluation, not as 
a reconstruction of the policy process. Many people were, and remai^ doubtful 
that TJTC as 'legislated can^have much impact^ employer hiring practices and 
target group employment. In particular, the national office of the United 



States Employment Service (USES) anticipated m^frf^jthe problems in TJTC 

identified by this'study and attempted to deal with these problems prag- 

.matically, even though in large part the*ph>£l ems, stemmed fron^aspects of 

■ * 

the TJTC 'legislation over which USES has n& control. In short, th$ expectations 
presented in this section represent a "best- case,'* with the assumptions 

ft L * " ■ 

underlying them providing a theory .that can be informed empirically. 

■> 

Expectations and Assumptions about Economic Impacts 

V • 

TJTC provides a financial* incentive for employers to hire individuals 
from groups that are at' a compet1tive%l1sadvantage on the labor market 
-because of lim1^ecH?o|k experience, poverty backgrounds, physical handicap, 
or other factors that tend to put them low amon^ employer hiring preferences.. 
'Clearly, whatever ..else TJTC might be expected' to accomplish, it 1s reasonable 



to expect it to increase private sector employment .opportunities for TJTC 
target groups. In discussing TJTC, people have suggested to us the follow 
ing ways in which* they think this will happen: * 

1. Employers will alter their hiring practices so as to be able to 
take advantage of the tax credit. . 

2. TJTC will promote growth in the kinds of jobs TJTC target groups 
" are capable pf performing, even if hiring practices are not 

affected* 

3. In order to maxinrize their tax savings under TJTC, employers will 
be reluctant to fire TJTC certified employees, at least more 
reluctant than they would be in. the absence of the tax credit, y 

Each of these expectations rests on a number of 'assumptions about m . 
employers and TJTC target groups. Although the asstimptions vary depend- 
ing on the expectation in question, the following ones .have blen shown by 

i * • . 

our^researcb to be important' if employers are to respond as expected: / 

9 1. Insofar as employ,er# perceive the productivity of TJTC target 

groups to be lower than that of their regular employees, % ' 
• employers must believe that the tax savings offered by TJTC s 
i ' are greater than the- revenues anticipated to, be lost* due to 
this Tower productivity. / 

■ . ' * ' ■» ' I . . . 

2. ^Insofar as employers perceive "hidden gosts". in TJTC, these 

hidden costs together with anticipated productivity costs 
" must--be less than the tax savings from TJTC. These hidden 
costs might include, in v the employer's view, increased » 
lik£RtoQd of an IRS audit, problems that could be created 
amdng other^ members of his labor force aue to the presence ( 



of TJTC eligibles, and so on, ' V 

'3. Employers must have tax 1 tabil itiesVnd hence find a tax 
deduction usabfe. _ \ 

Employers must ''believe- that an 1 alteration in their hiring 
% - practices based -on TJTC eligibility criteria is not a viola- 
tion of fair hiring laws'.** 

♦ 

5. -Employers must base their hiring, firijig, and retention de- 
cisions on some calculation of costs (productivity and' hidden 
7 cosfcs) relative ttf benefits/(t£x savings). 

Delivery System Expectations and Assutnptibns 

^ The system established to implement TJTC eligibility determination, 
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vouchering, apd certification includes seven' sets of agencies: the^Employ- 
ment Service, CETA Prime Sponsors, ideal Social Security Insurance offices, 
vocational rehabilitation agencies, the Veterans Administration, and school 
systems with approved cooperative education programs. However, of these 
agencies only the Employment Service received jany funds^ to help cover the 
costs of implementing T$JTC, and the funds it received were quite small. - With 
these /funds, State Employment Service oTfqces *couTd produce and maintain an 
adequa\e supply of voucher and certification forms, .train vouchering agency 
staff in program operations, provide technical assistance, "develop and dis- 
tribute publicity on TJTC, and establish a toll free (WATS) telephone number, 
^tfetisr - eThTii / nating the need for .the other vquchering agencies to duplicate 
these efforts. But little money was provided to the Employment Service, and 
no money to the other vouchering agencies, £0 pay for the staff time re- 
quired to voucher TJTC eligibles, contact employers, and perform other duties 
required for TJTC's implementation. Nevertheless, most people expect all of 
the designated vouchering agencies to use TJTC as a placement tool, that is, 
they expect TJTC to^e consciously implemented. , The following reasons have 
been given to support this expectation: ^ * 

1. TJTC will enhance the. designated vouchering agencies 1 ability 
to place their clients in private sector jobs. — 

* . / ; ■ . 

2. TJTC will expand the range of businesses in which the agencies 
can Dlace their clients, allowing the agencies to develop jobs 
withTitgher pay, more opportunity for advancement, increased 
likelihood of retention,' and so on. 

3. TJTC wilTenhance the likelihood that employees will retain the 
agencies 1 clients during the first two years of employmeht. 

4. TJTC will improve employer response to the agencies> other pro- 
grams outside of TJTC. 

As with expected economic impacts from TJTC, these reasons for expect- 

■•t 

ing designated vouchering agencies implement TJTC rest on a number of 

■» . * 



i incline 



If 



assumptions,^ AVthough the assumptions vary depending on the expectation ^in 

question, the following ones have' been shown by our research to be important: 

4 1. TJTC must generate new hires that potentially can increase the 
placement rates of the vouchering agencies, not primarily retro* 
* active, certifications' that do not 'affect agency placements, 

2. The placements- achieved per hour of -work with TJTC must be equal 
— - to or greater thao the placements achieved per* hour of work with- 
out TJTC. 

• •» - • 

3. TJTC implementers in the designated voucheVing agencies must have 
v some interest in developing better jobs for their clients. 

4. Personnel in the designated vouchering Agencies .must base their"" ( , 
decision of whether to implement TJtC on some calculation of- the v 

% ratio of implementation- costs* (staff time and effort) to^beriefits 
(increased placements, expanded business/contacts,. improved 
retention, rates). - 

Overview of Expected Performance \ 

Overall, TJTC's design envisions a dialectic between implementation 

and performance. The dialectic should evolve roughly as follows: Designated 

vouchering agencies begin marketing TJTC and issuing vouchers in hope of 

increasing their placement rates, and of course in response to the dictates 

of admin istratorkln their national offices. Once informed of thejax credit 

and finding vouchered participants seeking employment /employers alter their 

hiring practices by hiring from the target groups so as to take advantage of' 

the tax savings. Then,, finding that TJTC doefc improVe placements, voucher- 

* ing agencies increase marketing and vouchering, employers increase their 
participation, and the dialectic begins again. 

\ For the dialectic to, so to speak, take /ff, a- number of conditions must 
be 'fulfilled* The delivery system must Initiate moverpentrby ^marketing TJTC 
and issuing vouchers. Vouchered participants as well as the delivery system 
must use TJTC as a tpol for obtainfn^mployment for target group members. 
And empldyenspmtfst alter their hiHng practices, or at leass-4ncrease their 
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willingness tfc u hire the clients of the vouchering agencies. If* the expected 
pattern of performance does not occur, then it is likely that one or more of 
these conditions has not b&en fulfilled. 
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II. PATTERNS OF IMPLEMENTATION AND PERFORMANCE 

A. OVERVIEW ' , 

The basic finding of our research is that the pattern of implementation 
and performance expected of TJTC has not" occurred. In many of the twenty-five 
sites included in this* study, local Employment Service offices and CETA Prime 
Sponsors are skeptical of TJTC and reluctant to use it extensively as a 
placement tool, while most employers are participating in TJTC by way of < 
retroactive certifications and are not altering .their hiring, firing, andy^ . 

•retention practices. Table 2 on the following page delineates four patterns 
"of performance by crosstabulating types of employer participation with strategies 

.of implementation. Employers could take advantage of TJTC either by having 

existing employees certified retroactively, or by hiring vouchered TJTC 

* ... 
participants, or. both* As previously stated,- inmost cases retroactive 

" certifications do not increase placement rates for designated vouchering ^ 

' agencies and hence are unlikely to generate much enthusiasm for TJTC on the 

part of these agencies. For their part, the designated vouchering agencies 

. could* implement TJTC either by vouchering all or most TJTC eligibles and 

letting them market themselves to employers, or vouchering TJTC eligibles on 

a selective 'basts, say, when there is a TJTC job order appropriate for, a 

TJTC eligible or some other reason to expect placement to occur. I«&mandating 

seven vouchering agencies and establishing vouchering and certification goals 

for Employment Service offices and CETA Prime Sponsors, policy makers and 

TJTC administrators at the national level appear to have expected the performance 

pattern depicted 1n the upper-right cell of Table 2, where vouchering agencies 

• voucher all. or most of their eligible clients' so that 'they can Improve their 

chances on. the labortmarker, and where employers hire these vouchered 

' , individuals in order to take advantage of TJTC. In actuality, however, the 



performance pattern found in most of our sites is, the one depicted in the 
lower-left cell of H the Table, where there is limited vouchering, and employers 
participate primarily or exclusively by way of retroactive certifications, 

TABLE 2: ALTERNATIVE ^PATTERNS OF TJTC PERFORMANCE 



Employer Response 



predominantly 
Retro . Certs ; 



ftany ; "New" TJTC 
.Hires 



Implementation 



Much Voucher- 
ing & Adver 7 * 
t i s i n q 



. Little 
Vouch^jri ng 
& -Adver- 
tisinq 



. Expected 
ytt Performance 



II ^ 

Actual 

Performance r 



Moreover, changes in the performance patterns of Qur sites over time Have 
tended to be away from, rather than toward, the desired or expected pattern v 
of the upper-right .ce^ of the-Ta^le. It would have been reasonable to 
expect the vouchering agencies to begin implementation with a restricted 

* N ft V 

vouchering policy, and for employers to initially participate in TJTC by way 
of retroactive certifications and then begin hiring vouchered TJTC eligibles. 
In turn, once, employers began §eeking and hiring vouchered participants, the 
vouchering agencies could be expected^to expand tjieir vouchering activities 
in order to increase their placement rates, * In other words, it would have 

been reasonable, given the assumptions underlying TJTC about employers and _ 

f 

the delivery system, to expect movement from the lower- left to the upper- v 

right cells of Table 2. However, where movement has occurred in our sites, 

it has been betweer^-the two cells at the left of the Table, with little\or 

no change i/i the mode of'employer participation. In several sites, notably - 

those in California but others "as well, restricted vouchering was replaced* 

by blanket vouchering in an attempt to increase certifications, but, when the 

level of certifications- failed to iffcrease significantly * the restricted 

vouchering policy was '^Instituted. ' Likewise, a number of Employment Servi^ce^ 

offices and CETA Prime Spooso/s in our sites began implementation with \ 

. y im- 

policy of vouchering all TJTC el i gib! es, but then replacedrthis with restrrbted 

vouchering after finding^that few vouchers were associated with certifications, 

dtid that most employers participated by way of retroactive certifications. 

Although important, these basic findings leave much unsaid. The remainder 

of this section describes in detail the evolution of TJTC s performance, and 

its delivery system, marketing, client recruitment, and employer response. 



B. THE EVOLUTION OF TJTC IMPLEMENTATION AND PERFORMANCE 

' Changes in TJTC Regulations and Guidelines 

There have been thrfee significant changes in TJTC regulations and guide- % > 
.lines since February of 1979 when the tax credit became available. The 
April 3, 1979, CETA Regulations established initial division of responsibility 
between Employment Service offices and CETA Prime Sponsors In implementing 
voucher Ind certification procedures. Under th'ese regulations, CETA Prime 

• Sponsors could Issue vouchers for only the three economically disadvantaged 
.target groups (Vietnam-era veterans, youths :18 through 24 years old, anil 
ex-offenciers), and they were required to enter into formal agreements with 
Employment Service offices regarding eligibility determination, referral, and 



marketing for TJTC. References to TJTC 1n the regulations were br 

large part leaving administrative procedures to be developed locally. 

• « 

The first significant change ^n TJTC regulations occurred 1n October 1979 
. *when the Department of Labor Issued a, Field Memo (FM 18-80) clarifying the 
"role of Prime Sponsors in TJTC*s Implementation. Prime Sponsors were informed 
. H that they should' Integrate TJTC voucherlng Into their existing Intake and — ^ 
placement procedbr^s-, delegating this responsibility to the^Enfoloyment Service 
* only when they had a formal agreements do so and the Emplbyrient Service, 
Was an agent in CETA Intake. Prime Sponsors were required to Issue afo 
^Applicant Characteristics Form at the same time, that they issupd vouchers, 



iand forward both to the Employment Service for review., When vtachered clients 



were hired, employers returned*the vouchers to the Employment (iiervice, which 
issued a certification and sent one copy to the Prime Sponsjy^Ld one copy 
m back to the employer. This clarification j)f Prime Monsor^^onsi bill ties 
under .TJTC was intended tov insure that Prime Sponsors served pETA cltferrfs 
with TJTC rather than letting the responsibility falt\pn the Employment Service. 
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The second significant change in TJTC regulations was accompanied by an < 
effort frbnrthe' national level to motivate increased vouchering on the part 
of local Employme^p^^Service offices and CETA Prime Sponsors. In January 1980 
the Department .of Labor issued'a Fie1<5 Memo (FM 135-80)- establ ishing a goal 
of 250,000 certifications by the end of Fiscal Year 1580. For the first time 

the Employment Service was allowed to use Title III grant funds for vouchering 

, •« . ^ 

as well as managing and administering the tax credit. And CETA Prime Sponsors 
were authorized to issue vouchers for all TJTC target groups except cooperative 
education, rather than only the economically disadvantaged, target groups/ » 
The field memo strongly encouraged Prime Sponsors to voucher all TJTC eligible 
clients that were ready for employment. Moreover, Regional Department of 
Labor officials were required to meet with state Employment Service offices 
and CETA Prime Sponsors by February 28, 1980, to provide technical assistance 
and establish state-wide voucher and certification goals for both the 
Employment Service and the Prime Sponsors. These meetings were intended to 
stimulate Increased vouchering activity at the local level. 

Finally, the -Department of Labor issued several Additional statements on 1 



JTC 1n the' Spring of 1981. Department of Labar field Memo 117^-81 established 
certification goals for Fiscal Year 1981. These goals had been transmitted to 

r 

Regional Department of .Labor offices in August 1980. "The goal, for FY81 is 
h 300,000 certifications. In the same Field Memo, agencies' participating in .. 
TJTC were urged to increase local marketing efforts, increase the level of 
"new" TJTC hires* (as opposed to retroactive certifications), integrate JJTC 
with other employment and training programs, and balance activities among the 
target groups so that they reflect the size of these groups as a proportion 
of the eligible population. Moreover, USES adjusted the funding formula for 
TJTC administration to encourage "new" TJTC hires over/rtetroactive certifications 

. . m, < /■ 

At roughly the *same time (April 7, 1981), Employment and Training Handbook 
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Number 377 was altered to require quarterly rather than monthly reports on 

certifications and 'vouchers ,_ and data on retroactive certifications. Many of 

these changes in TJTC guidelines appear to have been intended to address 

problems identified in TJTC during Fiscal Year 1980, notably the high 

proportion o^ all* certifications estimated to be retroactive,* and the greater 

» 

than proportional service to cooperative education students relative to the 
other target groups iff the eligible population. 

It is doubtful that these most recent changes in TJTC guideline^ will 
ha,ve much effect on either retroactive certifications or levels of service to , 
the target groups, but earlier changes in TJTC definitely improved delivery 
system perfom^^e during TJTC's startup. After the emphasis on TJTC by the 
Department of Labor during January and February 1980, local Employment Service 
offices £nd CETA Prime Sponsors began to take TJTC much more seriously than 
they had Initially, and vouchering activity did Increase. '.Without this push, 
it 1s doubtful that agencies at the local level would have given TJTC much, 
attention at 'all . 

However, current efforts to alter the proportion of certifications that 
are retroactive and the distribution of service across TJTC target groups are 
unlikely to be successful because both of these aspects of TJTC performance 
depend heavily on employer motivations, which are unlikely to change regardless 



of changes in TJTC's delivery. As discussed further in this report, retro- 
active Certifications are more, frequent than "new", certifications because 
employers prefer to participate in TJTC 1n this way. About all the delivery 
system could do to Influence significantly the proportion of certifications 
that are retroactive, is to make 1t more difficult for. employers to have their 
eligible employees vouchered and certified retroactively, something the* system 
"is unlikely to do ^because it needs the retroactive certifications to be able 
to achieve^ certification goals. Similarly, cooperative education students 
represent a large pro^&rtion of total TJTC participants because they are 



probably /the least disadvantaged of all the TJTC target groups, • ' f 

Level of Planned Certification Achieved ' ' 1 . > * 

Although the* actual performance pattern found in TJTC* has'not_corres- 

-BondejTand does not appear 7 to be approaching the pattern expected, t\k use 

has increased, and TJTC has been achieving the ^certification goals set 

for it by polic^ makers at the national level. Table 3 shows the cumulative 

number of vouched (796,335) and-certif ications (407,532) issued betwee'n 
• K 

March 1979 and December 31, 1980. During this period-, the number, of vouchers,? 
issued each month has increased fairly steadily; whereas only 2,551 vouchers 

A * _„ \ 

J* 

were issued in April 1979, almost 6^000 vouchers were issued each month' 

between October and December 1980. In contrast,\hbwever, the number of 

certifications issued each month rose fairly ^steadily from April 1979 to 

January 1980 but then fell steadily through August 1^980. Between' September 

f 

and December 1980, the number of certifications issued 4 each month began rising* 
again and is probably back up to th§ level attained in January J 980. The 
falloff in certification activity between Fehcuary and August 1980 .was 
probably a function of jthe downturn- in the business cycle that occurred during 
that period* as well "as a decline in participation by "cgpperative education 

students during the summer months whdn school is not in session. 

• • • • 

In almost all £egions°of the United States, TJTC has been achieving its 
certification goals.- Tafcle 4 shows the. percentage of .planned certifications 
achieved by Department of Labor Regions from MaVch 1979 through September 1980, 
and from October through December 1980* Except for Region IX, all Regions 
exceeded plan, usually by wide, margins . Likewise, for the natiqn*as a whole 
TJTC certifications exceeded the planned 250, 000' level, for Fiscal Year 1980 
by dVer 50»000. The Department of L'^j&r has established a goal of 30b;000 
certifications for Fiscal Y,ear 1981, and tfte performance. in the first quarter 

^of FY8T suggests this goal will be achieved also, unless there is a significant 

' change in employer utilization of the tax credit. 
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TABLE 3: TJTC ACTIVITY (CUMULATIVE) ,* MARCH,. .1979 - DECEMBER,, 1980* 



{ 



Month 


Vouchers • 


Cert i fi cat i 


March, 1979 


° 774 . 


; "211 


April 


. • 3,325 


1,390 


May „ 


8,805 


< 

3,978 


> 

June 






19,026 


8„ 41 6 


July . 


35,217'* 


13; 677 


'August 
* 


58,370 • 


22,835 


.September 


89,527 


37,020 


October * 


125,241* 


58,175 

a 


November < 


157,332 • 


78,0*8- 


December 9 

* * ° % • • 


199,957 


108,730 


UullUuijf > 1 jOU 




141 c\ao 

1 4 1 9 UO£ 


February * v 


298,771 


. 170,807 


"March 


346,127 , 


195,533 


April 

• # » 


391 ,996 


216,7(32 


"May * : • . V 


437,092 


' 235,214 • 






/ ' 


June * 


482,386 


252",934 


July . 


bZo,401 


269 ,,870 


August 


568,473 


284,598 


September 

0 


616,942 

o 

& 


305,743 


December 


796,335 „ 


407,532 



♦Source: Targeted Jobs Tax Credit Program Monthly Summaries, Periods 
,y Ending August 30 and' December 31, l980i U. S. Employment" 

Service^ Office, of Progr-am Review. 

■ % . 
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TABLE 4: PERCENTAGE OF 'PLANED CERTIFICATIONS ACHIEVED ,8V 



Region 



-I- 
II 
III 
IV 
V 
VI 

t vii • 

VIII 

IX 

X 

Total 



FY79/80 

Plan 
Certifs. 



11,775, 
28,225 
?7,150 
47,975 
44,175 
26,725 ' 
13,250 
8,900 
31,725 
10,100 . 
0,000 



DOL REGIONS, FY79/80 and, 1st QTRl FY81 

1st Qtn. 

FY79/80-- FY79/S80 FY81 

Actual % Plan - Plan 

Certifs.- Cer&.Ach. Certifs. 



1st Qtr. 

FY81 
Actual 
ifs. 



1^,951 f 
28,892 
37,794 
86,364 \ 
49,029 
38,153 
14,513 * 
10,813 J 
13,904 : 
12,330 
305,743 



119% 
' 102% 

139% 
1 - 180% 

111% 
143% 
110% 
122% 
■ 44% 
. 122% 
.122% 



3,525 
7,050 
8,100 

19,425 

12,600 
' 8*025 
3,825 
2,550 

% 7,275 
2,62.5 

75,000 



3,781 
9",812 
11,718 
. 25,985. 
16,916 
14,919 
5,481 
3,152 
5,146 
4,B79' 
101,789 



1st' Qtr. 

FY81 

% Plan 
Achieved 



107% 
139% 
145% 
134% 
134% 
186% 
143% 
124% 
71% 
186% 
136% 
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Delivery System Response 

The three waves of field 'work for this study provide three snapshots of 
TJTC's implementation and. performance: One in the^Spring of T980, one in the 
Fall of 1980, and a third in the Winter of 1981\ • During the ftrstVound of 
field work, which was conducted between April and June' 1980, we observed that 

^many Employment SeV^ce offices and most CETA Prime Sponsors were not voucherini 
their TJTC eligibles in h^jh numbers because often they did not believe TJTC 
is an effective placement tool. On average, about four-fifths of the 
certifications that had been issued in our sites were retroactive; in most 
sites there was little coordination between the designated vouctierlag agencies 
and only a few people 1n each site even h&ld goals for TJTC r ; TJTC did not 
appear to be generating employer participation in otb^r Employment Service 
and CETA -programs; and most TJTC implementers believed, on the basis of the 
employer response to the'tax credit, that TJTC wars virtually invisible in the 
business community. ^ " 

During the second round of field work, which was conducted between August, 
and October 1980, we observed tfiat modest changes had occurred +n TJTC, but 
the changes werS ^outside the Employment Service-Prime -Sponsor nucleus. The 
most slgnlflcantVjilthough nevertheless quite modest change, was an Increase 
1n the Interest and Involvement ~of Private Industry Councils (PICs), other 

vvouchering agencies, and pr1vate-for-prof1t firms assisting businesses 1n 
obtaining certifications. PICs, which during the Spring had been active 1n 
TJTC 1n only 7 ^Ites, were found 1n the Fall to be active 1n 10 sites. 
In almost all cases this Involvement was 1n marketing TJTC, usually with a 
stress on retroactive certifications* as a way to attract business Interest 
1n PIC activities. Likewise, 9 sites reported Increased activity by other 
vouchering agencies, In most cases vocational rehabilitation agencies. 
Finally, 1n 7 sites new^or Increased activities were observed among private 
companies that assist local employers 1n taking advantage of TJTC. At the 



time of the second round of field work, the only significant change observed 
in the employer response to TJTC was a slight decline in one site in the • 
average percentage of certifications that were retroactive. \ 

Changes' in TJTC since the second round of fieldwork have been modest 

^ 'v. 

but generally reflect lower interest and activity on the part Of implementing 
agencies and related organization Three significant changes have occurr^J 
in the implementation o^f TJTC, First, marketing has been reduced greatly or 
eliminated 1n 12 sljes, while it has agen increased in only 3^sites. In the 
remaining 10 sites marketin^tfas remained stable, usually at a low lgvel 
utilizing employer seminars and job development contacts to spread the word 
about TJTC, In about half of the sites where marketing has been reduced or 
eliminated, wthe reduction or elimination was due to a- lack of marketing funds. 
In the other half of the sites, where marketing 4 was curtailed, however, TJTC 
Implementers believe that earlier marketing efforts failed to generate > 
enough employer 4 Interest to justify continuation of the marketing -effort. 

The second . significant change observed 1n TJTC's Implementation since 
the second round of field work 1s reduced vbucherlng activity on the part of 
local 'Employment Service offices. Although Employment Service vouchering 
remajned stable 1n 14 Sites and Increased 1n 3 $1tes, 1t was reduced 1n 8 
sites. -Four of these sites are 1n California, which replaced a blanket 
vouchering upHcy with a restricted vouchering 'policy after finding that 
blanket vouchering produced little Increase 1n certifications. In contrast, 
2 of the 3 sites with Increased vouchering are 1n Texas, which recently * - 
provided funds through a Governor- 1 * grant to staff positions for marketing 
and Issuing retroactive certifications. . 

The third change observed 1n TJTC's Implementation since the second 
round of field work 1s an 1n2tease in actlvfty by private firms assisting 
local employers 1n obtaining retroactive certifications. Seven sites reported 

i ■ ■ 
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new or increased activity on the part of these "TJTC vendors," as they are - 
sometimes called. TJTC vendors are now active in 14 of the 25 sites included 
1n th-is study. 

Finally, a modest change has occurred in the employer response to TJTC, 
Perhaps due to the fact that TJTC is scheduled to expire at the end of 1981., 
Three site* report increased employer interest and utilization of TJTC, while 
the employer response was reported to be stable in all but one of the remaining 
22 sites. Likewise,.al though 2 sites' reported that the percentage of certifica 
tions which ar^e retroactive had declined since previous field work^ 9 sites * 
'reported that retroactive certifications as a proportion of al Tcertifications 
had increased. The remaining 14 sites reported no change in retroactive ^ 
certifications. TJTC implemented speculate that the slight increase in 
employer interest in the tax credit, and the increase in retroactive certifica- 
tions, stem from employers 1 desire^to tW advantage of TJTC before it expires. 
^Sirtce the tax credit cannot be claimed for wage$ paid after December 31, 1981, 
the most lucrative way to take advantage of JJTC as its expiration approaches 
is through retroactive certifications rather than through hiring new employees 
that are eligible for' the tax credit. 

Overall, when these "snapshots" from the three rounds of field work are 
viewed quickly and in chronological order, the motion picture that emerges 

shows a modest and fairly stable employer response focusing on retroactive 

. *v , * 

certifications, and a delivery system that started implementation unenthusias- 
tically, then In a'few'places increased Implementation actfvity, ahd then 
curtailed Its' efforts when significant increases in employer Interest '(beyond 
retroactive certlfjcatHhs) failed to materialize. Table 5 compares the level 
of TJTC activity by local Employment Service offices arjd CETA Prime Sponsors 
vie observed during each rotfnd of field work. High activity refers to TJTC 
implementation designed to improve and expand relations with the private o 



* • 
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TABLE 5: DISTRIBUTION OF LOCAL EMPLOYMENT SERVICE OFFICES AND CETA PRIME 
SPONSORS BY LEVEL OF TJTC ACTIVITY, SPRING 1980 - WINTER 1981 

f 

Employment Service < Prime Sponsors 
Spring 1980 ' Fall 1980 Winter 1980 Spring 1980 Fall 1980 Winter 1981 


High Activity 


-7 


7 


2 




5 


J ' 3 " 


Medium Activity 


13 


12 


13 


8 


8 


9 


low Activity 

> 


5 


6 


10 


11 

f 


12 


13 

it* 




- 
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♦ 

1 
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^ sector with aggressive marketing and vouchering activity; medium activity is 
implementation designed simply to achieve a "Pespectable" number of vouchees 
and certifications; and low activity basically represents- the absence of 
explicit implementation activity altogether, in the sense of few Vouchers 
being issued as well as attempts being m^de to avoid involvement in TJTC in 
other ways. As shown in the Table, the number of Employment Service offices 
and CETA Prime Sponsors implementing TJTC aggressively has declined over time, 
while the number evidencing little or no activity has risen. v 

C. DELIVERY SYSTEM TOPOGRAPHY 

t 

Overview 

The delivery system for TJTC can best be characterized as one of random 
entrepreneurship, in the sense that some agencies, in som^ sites are implementing 
the program aggressively, some weakly, and some almost not at all. Although the 
level of implementation varie$ considerably across sites and across agencies, TJTC 
% 1s in all of our sites at most a "tag orr" t N o existing intake and placement pro- 
cedures, there is seldom any. coordination between the designated vouchering- 
agencies at the local level., except between Employment Service offices and CETA 
Prime Sponsors that have a .forms! agreement delineating responsibilities for TJTC 1 
implementation* Similarly, wh1le,a number of Private Industry Councils (PI Cs) 
have or are beginning to . market the tax credit, their marketing efforts are not 
coordinated with "those of the Employment Service, a fact which State ^and local 
Employment Service offices find particularly distressful since they are often the 
ones who mUst respond to employer requests for information generated from PIC 
advertising. Evaluation of TJTC's performance, beyond that required for routine 
reporting to the Department of labor, iV largely nonexistent, and the particular 
units at which required data are aggregated*' (local, District, Regional, or State 
Employment Service offices) varies from state to state. Finally, in most sites 

«■ 1 ;42 : / • 



there is very little integration of TJTC with other employment tax credits, or 
with other Employment Service and CETA programs. Overall, the level of TJTC's * 
Inplementation depends largely on the Initiative or lack of Initiative of 
administrators -1n local agencies. And exemplary Implementation 1s found only 
where administrators happen to be far above average 1n their capabilities. 
Local -Perceptions, Goals, and Expectations 

| Because the response of TJTC's delivery system varies both across sites 
^nd across agencies, generalizations about the activities and goals of the 
.designated vouchering agencies are not valid in all localities. However, in 
all of our sites! we, contacted Employment Service offices and CETA Prime 
Sponsors, ^and in, mqst of our sites we contacted cooperative education agencies, 

vocational rehabilitation agencies,- and agencies Involved in placing ex-offenders. 

/ I i ' « 

Discussions with personnel in these agencies provided at least some evidence 

I about how the agendesjare using a TJTC. Generally, cooperative education and 
'.vocational rehabilitation agencies and agencies /placing ex-offenders have re- 
sponded much more favprably ( to TJTC than has emptier the Employment Service or 

1 I It i ' 

CETA Prime Sponsors, /both of the latter being sceptical of TJTC and* reluctant v „ 

to use ft .extensively as a/ placement tool, •* / 

Local Employment Service' offices ten'd to be mofe^active than CETA Prime 
Sponsors 1n TJTC, but TJTC activity by Employment jfervlce offices 1s neyerthe- 
less usually limited. Employment Servici jbYfjlces'/fn 17/ .sites do not expect . 
TJTC to affect Employment Service-employer relations of placement rates, and. 



/ 

hence* they are reluctant to invest much staff tinte and effort into TJTC voucher- 



1ng and marketing* .In thesfe sites most Employment Service offices are not 

1ssu1ng.^vouchers systematically arid- ; are rely/Ing/on employer requests for retro- 

* y 

active certification? to achieve. certification goals. 
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.Whereas the bulk of Employment Service offices in our sites tend to be 

implementing TJTC at least to .the extent required to approach voucher and 

certification goals, XETOrime Sponsors are frequently trying to avoid 

disruption in their existing.operations and hence are doing very little with 

the program* In fifteen of the 25 sites, CETA admiffc'strators expect TJTC to 

pr&j^e very few certification^, they doubt very much that it will in any 

way 'expand oyer utilization of CETA training opportunities, and they do 

^jtft think it will have, an impact on negative employer attitudes about CETtf . 

and CETA clients. In a large number of sites, CETA administrators believe 

* ** * $ * 

that TJTC challenges the very, nature of the CETA enterprise. In the view of ^ 

most CETA administrators, CETA is supposed to improve the employability of 

C|TA clients by providing them with skills and work experience, not, to p-lace 

clients directly with employers- while subsidizing employers for the clients 1 



substandard. productivity. AncPthe* administrators believe that, if TJTC and 
pther employment^tax. credits $re successful 1 CETA 1s largely out of business. 
Finally, CETA Prime Sponsors: have had' great difficulty in getting community 
based organiz.atipns, which often^ponduqt CETA intake, to issue vouchers. And 
since Prime Sponsors rece1ved s no moriey with which to implement fJTC, they are 
reluctant to perform this process thjebsefves. ! 

In contrast to the prevailing attitudes of Employment Service offices 
and .C^TA Prime Sponsors, TJTC implementers in vocatlonaTrehabiHtation agencies 
and agencies placing ex-offendefs believe that TJTC has been very helpful in 
developing jobs for their clients. -Usually, in these agencies clients are not 
vouchere,d until t'hey. a re 'referred to a particular job, but the agencies fee^ 
that TJTC 1s helping their cllentsobtain these jobs during the initial con- 
tact between the employer and the client* Perhaps surprisingly, very few v 
instances have ,been reported pf handicapped persons or ex-off^nders refusing 
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to be vouchered. Generally, personnel in these agencies are very happy with TJTt, 
and many are usirjg it extensively in their job development efforts. . * 

Many cooperati.ve education agencies are also using TJTC, but often not 
so much as a placement tool as a way to "pay back" employers that have been 
participating in cooperative education programs over the years. Usually the 
cooperative education student has already been placed in a jobr-he or sHe 
\ nfost already have a job to r be enrolled in the program— and the cooperative 
epucation agency simply informs the employer of his opportunity under TJTC. 
Mbst employers are very pleased 'to obtain ^he tax credit, so cooperative 
education agencies have had little difficulty in Issuing a^reat many certify 
cations. (Only.one form, IRS 6199, is used for the cooperativeieducation 
target group, and it is counted as both a voucher and a certification.) In 
addition to wanting to pay back employers for their prior participation in 
cooperative education, cooperative education agencies are sometimes using TJTC 
because they feel that they mgst dp so in order to be competitive with the other 
designated voucherlng asencies. But very few people in cooperative education 

agencies, believe- that TJTC is actually helping them place students in jobs. 

* • 

As perceived by the Ejpployment Service, the least active vouching • • 

agencies are Social Security and General Assistance agencies. ,In sixteen sites 

Employment Service- officials claim that Social Security agencies are doing little 

or no voucherlng. Employment Service officials make the same claim about 

General Assistance agencies in seventeen sftes. Employment Service admlnis- 

trators argue that personnel in both the Soda! Security and the General 

Assistance agencies do not believe that theiij clients are capable oTworking 

and hencs see no purpose 1n voucherlng them for participation .in TJTC. . 

4 • 

Local Veterans^Admlnlstration (VA) offices fall between tjiese extremes. In 
eleven sites Employment Service administrators clai|ti that the VA 1s doing little 



vouchering," but in nine s.ites they report at least a moderate amount of VA 

activity in the program. As with vocational rehabilitation agencies, VA 

offices— according to respondents' in the Employment Service—sometime* view 

TJTC as a useful tool in job development. 

Overall, TJTC has not done much to promote greater communication and 

\ cooperation between the Employment Service and Prime Sponsors or either of 

these two agencies and others that are permitted to voucher. Where the 

Employment Service/Prime Sponsors are working clpsely on TJTC, this tends to 

characterize their relationships in other areaS as well. It has not fostered 

increased cooperation in other employment and training areas. Likewise, very 

few links have been forged locally^between the Employment Service or Prime 

Sponsors and other vouchering agencies, and th<j>se that have been are between 

the Employment Service and these other agencies and are mainly limited to the. 

i * 
provision of technical assistance by the Employment Service. In only five 

sites could clear evidence be found that^the local Employment Service had - 

-increased its overall involvement with another agency (a pre-release program 

for offenders was involved in tjjree of the sites) as a result of initial TJTC 

cooperation. Only on© Prime Sponsor made a similar claim ojf improved relations 

* > ' . r x ' / 

in this case involving Vocational Rehabilitation. " . , 



Vouchering and Certification Strategies 

The vouchering strategies and postures toward retroactive* certifications 

of Employment Service offices and CETA- Prime Sponsors vary considerably across 
* * „ i 

our sites, the Employment Service is involved in vouchering in all 25 sites, 

and CETA Prime Sponsors* hav^ retained this responsibility in most areas. The 

majority of Eiripldyment Sen/Ice offices are -employing what can be called a / 

"selective vouchering* strategy," that is, tfiey voucher TJTC ellgibles only 

when there ts a high likelihood of placement, .or when either clients or j. m 



employers request a voucher. Seventeen sites use such a selective .vouchering 
strategy, a'number that has increased over time as Employment Service offices 

' t i - 

found that a less restrictive vouchering strategy yielded few certifications 
relative to the amount of staff time required /in vouchering. Employment 
Service offices in 4. of the remaining 8 sites, are vouchering all or almost 
all of their T^JTC eligible clients, while th^ offices in the 4 other sites are , 

limiting their TJTC acti\fity to retroactive certifications and thus are not ^ 

/ 

issuing vouchers at all during intake or referral. 

The distribution of vouchering strategies across CETA Prime Sponsors in 
b our sites fs more even than that found among Employment Service offices. 
Roughly equal numbers of Prime Sponsors are using each of the three strategies— 
selective vouchering (9 sites), blanket vouchering (7 sites), or retroactive 
vouchering only (8 sites). One, Prime Sponsor in the, sample is doing nothing \ 
at alWhitf TJTC. * ^ 

Employment Service offices can take one of three postures toward^tro- 

active certifications: They can try to. discourage employers from applying 

i 

fof retroactive certifications, either by refusing to assist employers in 
screening, their employees for eligibility, or giving the employers mi s-iri forma* 
.tion, or delaying the process; they can respond to requests for retroacfiiye 
certifications as they come 1n, providing assistance to employers that want, 
it; or they can actively push retroactive certifications by, marketing them 
during job development and in other ways, going to the work site to screen 
employees for eligibility, and expediting the process. In 3 of our sites, 

s 

Employment Service offices discourage retroactive certifications, in 14 sites 
they simply resptfnd to employer requests, and in|8^s1tes they actively encourage 
employers to take advantage of TJTC through retroactive certifications and 
assist theni in so doing. Ovef time, the nymber of sites discouraging retro- 
active certifications hasdeclined, and t^ number promoting retroactive 

i 

* i . 
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certifications Jias increa$ed,\because several State Employment Service offices 
changed their retroactive Certification policies, at least in one 'case be- 
cause of pressure fromf lodial employers. Although some Employment Service 
offices 'push retroactive certifications because they hope theyvwill generate 
new TJTC job orders of improve their ima'ge in the^ business community,- the 
main reason some Employment Service offices encourage employer utilization 
of retroactive certifications is so that the Employment Service office can 
achieve numerical goals for certifications, goals that were established by 
DOL and broken o y ut for local offices. 

Relevance to. Other Employment Service and CETA Programs 

Because of the different objectives of Employment Servicb and CETA as 
organizations— Employment Service concentrates on direct placements, while 
CETA concentrates on training and "indirect" placements— TJTC is much, more 

w 

relevant to other Employment Service programs than it is to other CETA programs 
Nevertheless, TJTC is seldom consciously coordinated by Employment Service 
offices 'with their other programs, such as the WIN tax credit. In twenty 
of the twenty-fi venter, Employment Service offices have simply added TJTC 
vouchering as another step in ^jje intake and referral process, either blanket 
vouchering all TJTC eligibles, or vouchering eTigibles only'when there is a • 
job order appropriate for then, or issuing only retroactive certifications. 
The exceptions to this rule are the four sites in California, and the one in 
Kentucky. In California/ TJTC is being Marketed with three other tax credits— 
WIN, Welfare; 'and the State of California Tax Credit— and the credits are'pre-, 
sented to employers as "Jobs Ta* Credits 1 ] with different target groups and 
levels and types of tax advantages. This marketing strategy probably gives . 
greater visibility to TJTC than it would have had 1f marketed Ijy itself* In 
Lou*svil1e,-Kentucky, TJTC implementers have found that* TJTC can benefit WIN, * 



x since employers requesting TJTC referrals are usually satisfied with a WIN 

referral if no TJTC. eligibles are available. Finally, it should al^o be 

noted that in .four sites Employment Service administrators have found TJTC 

to be-usefcfKin their programs for placing ex-offenders. 

Among CETA Prime Sponsors there has been almost no attempt -to link TJTC 

to other CETA programs. In thirteen of the twenty-five sites, Prime Sponsors 

l 

have-not integrated TJTC into any of their existing operations, either because 



they have turned the program over to the Employment Service or are not imple- 

menting 1t because they do not want to devote staff time to it. In nine sites 

TJTC eligibles are vouchered as a step in the placement process, but often 

vouchering is unsystemattc and depends on hovnfiuch time staff personnel have. 

Ift'orfly thcee of the twenty-five sites has TJTC been used to help market OJT 

or increase the retention rates for OJT'partic>pant$. . ^ 9 

Marketing * 

Four types of organizations have t^en most active in marketing TJTC to 

employers: ^Private Industry Councils, private firpis assisting employers in 

♦obtaining certifications, National Alliance of Business (NAB) metros, and 

• • ' * \ • >\ 

state and local Employment Service offices. The latter havexentral marketing , 

responsibility for TJTC and fey far have been the most active marketing agencies 

.in our sites. The state Employment Service office has conducted at least some 

stafe-$ide JJJC promotional activity fn 18 of our 25 sites, whlle'local* Employ- 

'merit Service offices in our sites are about evenly split between those making 
• • • 

least a modest effort to promote TJTC and those doing little/ At both 
sjate and local Enjoyment Service levels, a variety of promotional techniques 

have been used. ^State Employment Service offices have usually relied on mass 

k " ' • . 

mailings of TJTC Information and presentations to employers and employer ad- 
visory committees (Job Service Employer Committers), typical techniques used 
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by local Employment -Service offices, include mass mailings of letters and 

brochures describing*TJTC, public service announcements on radio and TV, 

' ' * J S , ■ 

lunches, seminars, speeches, newspaper ads, and contacts, with accounttantsland 

accountant associations. In ^fdition to these more "media" orientechrfpproaches, 
the Employment Service offices in at least one half of our sites make some 
conscious" effort to promote TJTC by waytrf nore personal approaches to em- 
ployers, ^his may be done by way of special field representatives or* more 
often, it^/siihply added to the responsibility of local job developers. Al- 
most all of the EmploymentiService offices using |t f6ce-to-fa£e approach to 
business cite it as the most effective wa^TTst- least relatively speaking) to 
sell TJTC. * ' • - . 

i ' 

Loca.1 Employment Service offices in approximately one half of the study 

sitgs appear to have targeted their promotional activities at ojily certain 

' i v . . . 

types^of business^ usyally those that ire small and service-oriented. The 

typical ratioa&le for^hls targeting is^fhat ;it is these businesses that are ■ 



most likely ta.tak^tfv&ntagfe of TJTC. \They*ordinarily hire from among at 
least. some of the ^targeted'^foupSf and/dr..the tax savings offered by tiie • 



^progr^n are more sign1fi<£ht tg^tl^fn J;han to^Wg business.^ • , . 

Whefe they exist, NAB^ne$^ps l f it 'aljnd^t of o£ir sites have ^promoted 
TJTC, usually with three .different^ techrf¥que& Most NAB jnetros conduct annual 
visits to'locaT employers /informing them of^ their opportunities under govprn- 
"iflent empltjyment and* training programs, and*mo£§ of the NAB metrbs in our 
sites nave \tnclude'd TJTC in this Information .drive-. Second, NAB metros often 



s 



i hold seminaVs^d luncheons for employers^ again Inform them of their 
opportunities- Iwa number of our <s1 tes£ such ^seminars ha've been held 
•specifically to discuss employment tax qrecfHs^wiih representatives from 
the Employment Serv1ce*and the Internal Revenue Service, as well as employers 
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that have taken advantage of TJTC, ^here ta provide Information. Third, most 
NAB metros hold an annual "Jobs Fair," where employers come seeking workers 
and ^workers come seeking jobs. And TjYb-has b!e\marketed at these job fairs 
in many of our sites! - > 

Over time, Private* frftiustry Councils have become increasingly involved 
in marketing TJTC, since they are encouraged to do so under the CETA regula- 
tions that established them/ We now have 9 sites where PICs are marketing 

/ s t 

TJTC, usually with a stress -on retroactive certifications as a way to attract 
business interest in PfC, activities. It should be noted, however, that 
two PICs have become disillusioned with TJJC after an initio experience 
with marketing it. Not only have these PICs found employer response to their 

0 

X > • 

marketing efforts to be rather limited, they have concluded that the kinds of 
businesses that are interested in TJTC do not provide the kinds of jobs in 
which they are .interested in placing CETA participants— jobs with relatively ' 
good wages, working conditions, and opportunities for advancement. 

Private companies that .assist lbcal employers in faking advantage of TJTC 
are active in 14 of our 25 sites. Usually, these companies* screen an employer's 

currerft work force for eligibility for retroactive certifications and establish 

♦ * * 

procedures for/obtaining retroactive certifications from the. Employment Service^ 
They e may also institute a process for checking the^ eligibility of new employees* 
shortly after they are hired; and obtaining Retroactive certifications for them. 
The "TJTC vencfofte," as they can be called,- sometimes charge a fixed price for 
their services for a particular firm, depending on the size of the firm in 
question, or they take„a percentage, usually 20-40$, of the tax savings they 
help employers vpbtaln. The Impact of these /firms appears to be slight relative 
to total certification activity 1n TJTC-, but where the TJTC vendors are active 
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? th'ey definitely Increase the demand for retroactive certifications. Employ- ' 
ment Service offices in some states cooperate with these TJTC vendors, while 
in other states. they do not. . ■ • 

In almost all of our sites, the marketing activities of these different 
types of organizations h,ave not been coordinated with each other, with the 
exception of those of NAB metros, which usually contact local Employment * 
Servlce^offipes when implementing promotional activities. As with the 
system for Issuing TJTC vouchers and certifications, the system for market- 
ing TJTC is a system of "random entrepren^urship. 

D. EMPLOYER RESPONSE TO TJTC ' ^ 

Overview ^ 
: - % z 

Although the delivery system established for TJtC anticipated a process 
• whereby vouchered 1fid1 vidua! s would-market themselves to employers and employers 
would al-ter their hiring practices to take advantage of the tax savings,"™ 
actuality, employees have tended to participate, 1n TJTC by having eligible members 
' bf^th'elr existing labor force certified ^retroactively. Observations by local 

9 * 

TJTC Implemented as well as private companies assisting employers in obtain- 
^ng TJTC certifications, suggest^that a large proportion of the employers par- v 
*tic1pa&lng 1n TJTC are i\atit)naJ^Tlnns in, the service sector of the economy. 

Many of 4;he major hotel fjmt food, grocery, and retail sales chains *have 

• *■ 
Issued policies from their*, national or regional' headquarters encouraging their ' 

Jocal offices to take advantage of TJTC either iy having their current employees 
certified retroactively, pr by referring prospective employees] to £he Employ- 
nfen^Servlce fotrvoucherlng, or 'both, *A smaller proportion of- TJTC certifies- 

J:ions (also usually retroactive) have come from relatively small', local, light • 

manufacturing companies* In part,.th£se types of employers are participating^ 

. 

more frequently, than other employers because the TJTC delivery system has ; ~ v 
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targeted them when trying to "sell" TJTC— when TJTC Implementers are trying 

to achieve goals with retroactive certifications, naturally they approach 

*>, [ 

firms that are likely to have significant numbers of eligible individuals : 
already in their labor force. But the employer participation -pattern found 
in TJTC stems primarily from the fact that most employers are unwill1ng r to ' 
participate 1n TJTC i^fcTiieans.a significant change in their hiring practices,' 
and most prefer to have current employees certified retroactively rather than 
make "new" TJTC hires. After all',' some employers mayjiot be making new hires, 



and, moreover, this mode of participation (retroactive certifications) mini- • 
mizes their contact with the voucherlng agencies, provides ample (if. not 
jnaxlmum) tax savings, and yet does not disrupt their hiring procedures. 
Types of Employers Participating 

According to TJTC Impleraenters in the Employment Service and other voucher- 

^ < 

ing. agencies, most of the employers participating in TJTC normally hire from 
TJTC target groups. Wages for TJTC hires have tended to be less than $4 per • * 
hour. The jobs have been drawn largely from service industries, particularly 
fast food restaurants and hotels, and from light manufacturing firms. In only 
3 of the 25 sites cftd Employment Service personnel believe fhat TJTC job orders 
had been placed by firms that do not normally place job orders with Employment 
Services anyway/ D1scas$1onsw1th participating employers indicate that they * 
are likely to take advantage of*'TJTC primarily when.thpy havf significant numbers 
of TJTC eligible? already 1o tjielr. Jabpr for.ce/ This 1s probably. why fast food 
restaurants and hotels account fot* such* a large portion*of the TJTfr certifications 
since 'they tend to employ* young people, a number of whom-are. disadvantaged. 9 
Types of Occupations , . % 

^jTC^ertiflcations have tended to be in service-foe^atlons, but certiff- 
<:at1offc have also'beifr^obtained in a variety of other occupations as well. , 
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Table 6A lists the percent 'distribution of TJTC certifications by occupations 

C * 

for the nation as a whole. As shown in the- table, approximately one fifth «. 
of TJTC certifications have been in service positions. Each of the other 
types of occupations listed 1n the table-. account for 9% to 18% of the total 
certifications obtained, except for professional, technical, and managerial 
' occupations and occupations 1n forestry, .farming, -and fishing. The latter 
types of occupations each accounted for about 3% of total certifications. 
Types of Certifications Obtained ;* 

National TJTC data as well as local observations 1n our sttidy Indicate'- that 
about two-thirds of the certifications issued 1n*TJTC are ^retroactive. Whereas * 

* nationally mandated data fdr TJTC def f 1ne a retroactive certification as one 
where the date of the hire is mojpe than fifteen days before the date of the 
vQucher and certification, we made no such distinction in our study, instead 
counting as retroactive any voucher and certification issued after an employee 
was hired. But our estimates are nevertheless quite close to the act'u^l 
figures from, national sources; - * 

; Except- whe^e £hey are actually discouraged, retroactive certifications 
usually account format least half of the certifications^ issued 1n our sites. 

*. r 

Across our sites 0 , retroactive' certifications average almost thrae-fourths 

. > . 

> ■* * . - • 

of the certifications Issued, up c from tv/o-th1rds at the time of the^second 

' \ l ' » "> o 

roundoof field work. TaWe 6B shows the distribution of sites by^the' proportion 
of certifications that were retroactive 1n. the' fall- of 1980 and the Winter of . 

; - . « ' » y — ■ 

..* 1981, demarcating levels by quartHes. The table shows that, WiHe^he number-.. • 

* " * >'■ 

of sites reporting retroactive certifications 1n excess of threVfourths of 

aVl certifications has. declined slightly, the numbif of , sites reporting one- 

fourth or less certifications being. retroactive ha's^tiecline^ to zero. * 
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TABLE 6A: PERCENT DISTRIBUTION OF TJTC CERTIFICATIONS BY 
OCCUPATION, CUMULATIVE THROUGH SEPTEMBER 30,^980* 



Occupation 

Prof., Jech., 
.Mgr. 

Cler., . 
Sales 

Service. 



Farm, F6>. , 
F1sh. 

Processing 



Machine 
Trades 

Bench- 
Wark V 

Structural 



Misc. 



% of Total 
Certifications 

2.8. 
' (4,712) 

10.3 
• (17,243) 

~. 22.7 
(37,818) 

3.0 
(4,922) 

9.6 
(15,945) 

• ' 12.1 
(20,147) 

. 13.3 
(22,122) 

9.0' 
(15,052) • 

17.3 
'(28,874) 



*N*s are in parentheses. 
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TABLE 6B: BREAKDOWN BY PROPORTION OF CERTIFICATIONS 
THAT ARE RETROACTIVE, FALL 1980 AND WINTER 1981 

/ * " * " • 
Proportion of Certifications] that Are Retroactive 

0 to 1/4 1/4 to" 1/2 1/2 to 3/4 More than 3/4 

Fall, 1980 '3 ,1 7* • 12 



Winter, 1981 



/ 3 



|13 



/ 



As evidenced in Table' 7, national data on retroactive certifications 
show a similar pattern. Nationally, for thtfse states that reported, retro- 
active certifications account for 642 of all certifications issued between 
October and December 31, 1980. Only two of the 24 reporting states have 
one-Vourth or under of their, certifications listed as retroactive, ind only 
one state has more than three-fourths. In most states, retroactive' certifi- 
cations are about two-thirds of the "certifications issued. 

Although evidence- is sparse, Indications are that most retroactive certi 
^flcations are for employees that have been on the- job siiTmonths or less. 
Although it 1s impossible to be certain, there are probably two interrela^ld 
factors that account for this. First, the jobs are. relatively low paying 
and are usually in occupations that normally experience high turnover as 
employees move to better paying joLs, or jobs with greater opportunities for 
advancement. Second, TJTC eliglbles themselves may have attitudes and work 
habits that make them less Hkely than other employees to remain at a single 
'job for extended. periods of time. 

Employer Hiring and Firing Practices • * 

Employer Wring and firing practices do not appear to be significantly 
Influenced by TJTC, even 1n those cases where employees are applying for 
current rather than retroactive certifications. The great majority of 
employers we talked to said that TJTC had not Influenced them 1n their de- 
cisions to hire certain Individuals. . ' 

There are only two Instances where a strong case can be made that em- 
ployer hiring decisions have been Influenced: when employers place job 
orders with the Employment Service specifically requesting youchered TJTC 
referrals and refuse to hire referrals who are Ineligible,, and when employers 
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State 
Alabama 
Alaska 
Delaware 
Florida 
Georgia 
Idaho 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maryland 
Mississippi 
Mlssourf 
Nebraska. ^ 
New Hampshire 
New Mexico 
North Carolina 
Oregon 
South Dakota 
Tennessee * 
• Texas 
Virginia 
Washington 
West Virginia 



TABLE 7: RETROACTIVE CERTIFICATIONS 
REPORTED AS OF OECEMBER 1980 
- FOR 1st QTR. FY81 . 



; Total </ 

Certifications 
Excluding Co-op Ed 

1,503' 

• 74* * 

' 128 

3,255 

4,372 

392 

. 480 

386 

880 

* 1,183 
.-753 
853 > 
973 
57 
43 
' 423 
1,997 
■ 2>030 
239 • 
1 ,001 
2,252 
> - .1,155 
1,446 
94 



TOTAL 



25,969 
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Retroactive 
Certifications 

1,039 

45 

. 76 * . 

2,306 , 

3,340 

260 

194 

98 ' 

537 

701 

338^ 

641 

128 

39 

18 

311 

1,389 

w 1,225 

70 

653 

1,546 

703 

892 

59 

16,608 



01 

to 




Retroactive 
69 
61 

59 ■ ' 
71 
76/ 

£ 

25 
61 
59 

. 45 / 
/ 75 / 
13 
68 

74 ' 
70 
60 

29 • 
65 
69 
61 

63 
64% 
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refer prospective employees to designated agencies for vouchering prior to 
making the hiring decision (the latter is called a "reverse referral"). A 
few reverse referrals have been reported in our sites, usually for fast food 
restaurants that are trying to maximize their tax savings,. But reverse re-* 
ferrals are, quite rare, occurring onl* in a few sjtes and then usually due 
to a single firm or chain. In contrast TJTC job orders are being placed in - 
many of our sit^s, but employers tha/ place the orders are usual ly^il ling 
to accept Referrals that are ineligible for TJTC. /Although TJTC job orders 
seldom are in large numbers* many of the current certifications (as opposed 
to retroactive 'certifications) are obtained in this way. Another, almost 
equally frequent way, is for the 'Employment Service inform employers about 
TJTC after they have hired a vouchered TJTC participant. ' 

r Employers state that they almost never^allow TJTC to influence their 

0 

firing decisions. Usually, the person that must make firing decisions does 
not even want to know which of his employees are certified. The most impor- 
tant thing from the employer's perspective is the employee's performance/ 
Which, if unsatisfactory,* cannot be outweighed by a small tax savings. 
. Spillover to Other Programs 

Although infrequent, thpre has been some spillover from TJTC to other 
Employment Service and* CETA programs. In two)s1tes, CETA Prime Sponsors 
have used TJTC 1r> conjunction with OJT, and thfey report that TJTC has made 
OJT more attractive to employers. They point out, however, that they are 
developing OJT slots with ^he same types of employers as be/ore; TJTC simply 
makes it easier. ■ 

Spillover: for the Employment Service is coming mainly through retroactive 
certifications. In ten of our sites, Employment Service offices report that 
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there, have been a small number of cases where employers, ^fter having part of 
their Ubor force retrocerti fied, Rlace job orders with the Employment . Service, 
sometimes specifying TJTC referrals, sometimes not. Employment Service per- 
sonnel point out, however, that retroactive certifications are not generating 
a large enough number of new job orders to 'make it, in the Employment Service's 
view, worth the effort to issue the retroactive certifications, nor do Employ- 
ment Service personnel believe they are receiving job orders from employers 
that are much different from employers that normally place job orders with 



c, 



them. 

E. TYPES Of PARTICIPANTS SERVED y 

Overview . 4 

Seventy percent pf TJTC vouchers and almost ninety percent.of TJTC 
certifications (hires) have been'ln the two youth target groups— economically 
disadvantaged youth, and students 1n cooperative education. -Three factors 
have converged to produce this client service pattern. First, relative to 
the other target groups, the-^g mth ta rget groups are a large proportion of 
the Intaken, eligible popyUtton, and hence for this reason alone tfiey are 
more likely than the other targe't groups to obtain a large proportion of the., 
vouchers and certifications* that are Issued. Second, the largest and most 
job-development oriented agencies 1n the delivery system— the Employment 
Service, CETA Prime Spdnsors, and local sthool systems with approved coopera- 
tlve education programs— serve the youth target*|roups, whtyle the smaller 
and sometimes less job-development orlejnted agencies have Responsibility 
for voucherlng and referring the otheiy target groups, *In other words, the 
resources of the delivery system are concentrated on 'the youth groups. Third, 
the youth target groups appear to be more employable thain the other target 
groups. Students 1n cooperative education have no stlgma^gn the job market 
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like some of the other target groups. And economically disadvantaged youths, 
although probably less competitive on the labor market than cooperative educa- 
tion students, are usually job-ready and are often willing to accept most any 
type of job. ' - ♦ 

This is not to sayV however, that the other target groups are not being 
served, or that they should not be included as target groups in TJTC. It is 
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simply ( to point out that' TJTC is in large part a youth tax credit, and to 
provide an explanation. of why this is the case in practice. The rentarinder 

this section provides a more detailed analysis of TJTC client service 
pattern. * / 

Target Group Voucttering and Certification Activity 



There has been little change over time in the proportion of vouchers and 
certifications issued to eacftfof the target^groups*. Table 8 shows the per- 
centage of vouchers issued to each target grouj^jgjween April and December 
t 1980. As can be seeit in the tabte, economically disadvantaged youths have 
* consistently received between 41% cmd 47% of TJTC vouchers, and students 
in cooperative education have received between 23% and 29%, Aside 'from 
recipients of Social Security Insurance,. the other tarjget groups have been * 
receiving between 4% an<^J0% of the vouchers. Most of the fluctuation in the 
proportion of vouchers -issued to the target^ groups stems from changing- level* 
of service to cooperative education students, who are served at lower levels 
during the Sumner months when school is not in session. 

Table* 9 shows .the percentage of certifications issued for each of the 
target groups over the same period 'of .time (April -December, 1980). Economically 
disadvantaged youths have been receiving about 30% to 37% of the certifications, 
while students in cooperative education have been receiving between 46% and * 
Cboperative education students have been receiving a larger share of 

61 . 
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TABLE 8: PERCENT OF VOUCHERS ISSUED FOR, EACH 
TARGET GROUP, APRIL- DECEMBER, 1980 



Group 


Cumulative 
' Through 
April', 1980 


- Cumulative 
- Through 
August, 1980 


" Cumulative . - 
Through 
-December; 1980. 


Youth ' 


41.5% ' 
(1^2,831) 


45.6% 
(259,142) 


'47.0%; 
• ♦ C3B9.891) 


Viet Vets 


'S 6.6* 
" (25,722) . 


7,0 
(39,887) 


• 6.7 

(53,518) ' . 


Ex-Convicts 


6.9 
(26,880) 


7.3 
(41 ,470) 




Handicapped 


'* ' • 6.1 

, (24,00))' 


6.1- 
(34,78^K 


^ ■■ 5.7 

(46,644) . 


Cood Youth 

\ 


• . 29.3 ' - * -3 
*' (114,838) ' 


^^23.5 
* (133,433) 


24.1 *>' 
' (192,218) * 


Welfare 


■ ^^C35,679) , 


~ - 10.2 
, (58,068) 


9.6 
(76,415) 


SSI* Recipients 

i 


.5 

.(2,045) - ' 


* 

.3 

. (1,692) 


. . * ,*3 . 
(2,298) 


Total 7 


100.0% 
(391,996) 


! 100.6% 

■;. (568,473) . 


100.0% " 
(796,333) 



6* 
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TABLE 9: PERCENT^ F' CERTIFICATIONS ISSUED FOR EACH 
TARGET GROUP, APRIL-DECEMBER, 1980 



Group. 4 


< * Cumulative 
. \ *• Through 
April", 1980 


Cumulative 
Through 
August, 1980-, 


'Cumulative 
' Through . 
December, 1980 


Youth \ 

4 


31 At - 
• .,(£8,082). 


- 36.0% 
. (102,311)" 


36 % 7% 
(149*517). 


V1et Vets v 

*>• 

* 4 * 


4.0 , 
• (8,622) 


■ '4.4 
(12,529) ' 


' " 4.2 x ' ■ 
(17,074) . 


Ex-Convicts Q 


4.4 

(9,597) 


4.9 • 
(13,871) 


'4:6„ 

(18,529) 


nana i La(jpeu 


(•1 1 i489) 


06,1.82) . 


-("201947) " , 


Coop Youth 


. 53. '0 
- (114,838) 


3 

. . • 46.9 
- '(133,433); „ 

• * * 


47.2 > 
(192,218) 


Welfare' 


1.5. 
(3,2°63) 


• • "2.0 

• - (5,632) , 


2.0 * 
'(8,273) 


SSI Recipients 


".3 • * 
.(711 ) 


.3 
• (730) 


.24 • 
(971) 



Total 



100;0% 
(216,702) 



TOO. OX 
(284,598) 



100. OX 
(407,532E^ 



r 
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certifications ^jan they have received'of vouchers because cooperative educa- 
tion students niust have already been placed in jobs in order to parti ci pa te^uT 
a cooperative education program. With the exception of Social Security Insur- 
ance recipients, the other target groups have been receiving between }% and 6% 
of the TJTC certifications. 
Agency Vouchering^and Certification Activities 

There has also been little variation over time 1n the proportion of 
vouchers issued" and certifications obtained by each of the agencies in TJTC '.s 
delivery system. Table 10 shows the percentage of vouchers issued by each" < 
vouchering agency between April and December 1980. The agencies issuing 
the most vouchers since TJTC began are CETA Prime Sponsors (19.5%), the 
Employment Service (^46.2%)', and schools with clpproved cooperative education 
programs (24J1%) * Together, these agencies hai/e consistently issued about 
90% of all TJTC •vouchers. The only other agencies issuing significant 
levels of vouchers are welfare and vocational rehabilitation agencies. 

Tab„le 11 shows the percentage. of certifications^tained^y each agency 
during the same period (April -December, ,1980). As with voucherfng-, the 
most successful agencies (in the-.sense of obtaining certifications) are CETA 
Prime Sponsors (11 .5%), -the Employment Service (35.2%), and cooperative 
education programs (47.2%). 

Althpugh not shown 1n either Table 10 or 11, it should be noteU that the 
Employment Service and CETA Prime Sponsors are serving mainly economically 
disadvantaged youth. In Fiscal Year 1980, 74.5% of the vouchers issued by CETA 
Prime Sponsors and '67. 2% by the Employment Service were for the disadvantaged 
youth target group. , % 

Demographic Characteristics of Partic1pants / Served x t 

National data on the demographic characteristics of individuals served 
by TJTC are available only for TJTC participants not in the cooperative 



TABLE 10s PERCENT OF VOUCHERS ISSUED BY EACH 
VOUCHERING AGENCY, APRIL-DECEMBER, 1980 



Agency 
CETA • 

ETA Grantees 



Vocational 
Rehabilitation 

Qpoperative 
Eolation 

Wei fare 



Social 
Security 

Veterans 
Administration 

Employment 
Service 4 



4* 



her 
Total.' 



^ Cumulative , 
Through 
April, T98Q - 

T6.7% 
(65,743) 

.06 
(254) 

. 5.3 , • 
' (20,605) 

29 3 
. (114,8*22) ' 

3.2 
(12*659) 

4 .1 
• .(392) 

.r 

(450) 

43.9 
, (172 ,165) ' 

1.3- 
(4,906) 

- * 100.0% 
(391,996) 



Cumulative 
Through 
August, 1980 

19. '2% 
(109,179) 

.07 
h . (440) 

5.1 

(28,831) 

23.5 
(133,420) 

4.6 

.(25,390) 

.09 
(487) 

J2 
(665) 

46.3 
(263,147] 

1.2- . 
(6,912) 

100.0% 
(568,473) 



. Cumulative 
Through 
December, .1980 

. 19.5% 
(154,968) 

.15- 
(1,189) 

4.6 

(36,484) . 

24.1 ' 
(192,204) 

4.2 
(33,582) 

4 

.07 
(550) 

J 2 
. , (943) 

(367,754) . 

1.1 " 
(8,659) . 

100.0% * >' 
(796,333) - 



TABLE 11: ' PERCENT OF CERTIFICATIONS bBTAINED BY 'EACH 



VOUCHERING AGENCY, APRIL-DECEMBER, \l98d 



Agency 
CETA y 



C^ulative 
^ Through 
/April, 1980 

9.6% 
(20,76?) 



Cumulative 
Through 
August, 1980 

11.5?/ 
* C<32,623) 



Cumulative 
Through 
December, 1980 

11.5% 
(46,944) 



ETA Grantees . 

* - 


.02 • 
(52) . 


.03 "5 
(75) 


T03 
(139) 


Vocational 
Rehabilitation 


4.7 
(10,279) 


4.9 
(13,969) 


• 4.4 • 
(17,718) 


Cooperative* 
Education- 


53.0 
' (114,822) 


46.9 
<>33,420) 


47.2 
(192,204) 


Wei f arp 


0,157)* 


.6 

(1^626) 


51 

(2 ! ,056) 


Soda! 

Security ' 


^(22 5f 


.10 
(269) 


.07 

<• (300) 


Veterans J 
Administration f 


' ■ .1 • 

£209). 


• 

.09 

(-266) 


.09 

(355) 


Employment * % 
Service 


, . 30.8 
(66,652) 


3<U7 ' 
(98,681) 


35.2- 
(143,226) 


Other 


1.2 , ' 
(2,542) 


;, i-3 

(3,669) , 


1.1 

(4,590-; 


Total /T . • 


' " 10'0.0% 

(216,702) • 


• 100.0% 
(284,598) 


100.0% 
(407,532) 



education student target group. When cooperative education students are 

excluded/ vouchers and cei$t*Tita€ions were issued predominant^ for males 

v * 
between the ages of 19 a^pd 24. Overs ,402' were issued for minorities. 

Thens have befen a few significant changed over time in the demographic 
characteristics of TJTC participants. Table 12 shows the percentage of total 
vouchers and certifications issued for Blacks, Hispanics, and veterans 
(excluding cooperative education students) between April and December 1980. 
As can be seen in the table, the relative service to Blacks and veterans^ has* 
declined steadily over time, while service to Hispanics ftas risen. Our 
research at the local level provides no explanation for this^ phenomenon. 
Client Response to TJTC , 

Generally, there has been very little resistance by clients to either 
'vouchering or supplying information for retroactive, certification. Employ- 
ment Service administrators that issue vouchers, as well ^as people in private 
f^rms that have assisted employers in obtaining retroactive certifications 
for their employees, state that most^of. the TJTC eligibles are respectful 
of people *tn authority and reluctant to refuse to supply information to 
government agents or employers* Several of the TJTC vendors with whom we 
talked stated that they had been able to get e*-employees to go to an 
Employment Service office for certification even when, clearly, these people 
had little or nothing to gain from their efforts. Overall, resistance to 
vouchering has been very rare, while resistance to supplying information for 
retroactive certification, although also race, has tended to occur in firms 
where. employer-employee relatio/is are strained already. 

The question remains, however, as to whether vouchered TJTC participants 
are ustng the voucher when trying to develop a job. To our. knowledge, no one 
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TABLE 12: PERCENT OP TO$\t VOUCHERS AND* CERTIFICATIONS ISSUED FOR "BLACKS, HISPANICS, . 

AND VETERANS, EXCLUDING COOPERATIVE EDUCATION STUDENTS, APRIL-DECEMBER, 1980.* 





VOUCHERS 


CERTIFICATIONS v 




APRIL, 1980 


SEPTEMBER, 1980 


DECEMBER, 1980 


APRIL, l"980 • 


SEPTEMBER,. 1980 


DECEMBER, 1980^| 


■ BLACKS 




35.0% 

V 


32,4% 


... 37% 

i » 


35.0% 


32.9% 


HISPANICS 


8% 


ff 

8.7% _ •' • 


• 9.9% 


Y 

* 

9% KT 


9.6% 


11.1% 


^'VETERANS "\ 


18% • 


• 

17.6% 


14.3% 

r - 

« 


• 14% 


» 

14. £% 


r 

n.8% 



^Percentages for April and September 1980 aire basecfon cumulative vouchers^nd^ejrtiflcations issued by the end of thq 
months, in question* Percentages for December 1980 are based on vouchers and certifications 1s t sued onl/between 
Octob#l and December 31, 1980. , ^ 
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has 'tracked this aspect of TJTC systematically* But there is evidence to 

suggest tfiat in many cases TJTC vouchers are not used by ; TJTC eligibles as a* 

self-marketing tool. Employment Service offices that have experimented with 

blanket vouchering and self-marketing frequently find large numbers of 
♦ 

completed vouchers lying on the ground outside the offices where vouchers are 

issued.. Presumably, if some vouchered participants discard their vouchers 

J 

immediately upon leaving the vouchering officer still others do so later, 
.and others keep them but never use them, JHence it is probably safe to 
conclude that, because of client resistance, TJTC hras not been adequately 
tested as a self-marketing aide to employment. 
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III. ASSESSMENT AND EXPLANATIONS OF TJTC PERFORMANCE 



A, INTRODUCTION 
— 

As stated in Section I, an adequate assessment of TJTC performance 
requires consideration of delivery system activity, employer utilization, 
and impacts on employer hiring, firing, and retention decisions. In examining 
each of these aspects of TJTC performance, ac,tual results are contrasted 
with expected results so that it is possible to inform the (sometimes implicit) 
assumptions underlying TJTC's design—assumptions about the delivery system, 
and employer and client motivations. In the preceding section describing 
patterns V performance in TJTC, it was shown that the delivery system has 
implemented TJTC adequately but certainly not optimally, employer participation 
Jias been modest and largely through retroactive certifications, the credit 
1s serving predominantly the youth target groups, and the hiring, firing, and 
retention decisions of .participating employers have notl^en significantly 
influenced by the tax savings offered by TJTC. In this, the third section 
^of the report, explanations are offered for why JJTC's actual performance has 
departed from the performance that could be expected from it. The section 
considers weak implementation by the delivery system, low or at least modest 

r 

levels of employer participation, unaltered employers personnel decisions, 
and the effects *of implementation on performance . 

B. DELIVERY SYSTEM RESPONSE 
Productivity 

tn expecting the delivery system to implement TJTC without significant 
funding for this purpose, TJTC's designers made their most seryious mistake m»- 
1n assuming that TJTC would increase the productivity— the placements* 
Achieved per man-hour worked— of the designated vouchering- agencies. 
Although TJTC is a tax credit, it is far from self-administering. Agencies 
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must locate persons, el igible for the credit and document their eligibility. 
In some states, and particularly for the economically disadvantaged target - 
groups, cocumentation requirements are severe and place a heavy burden^ 
on the'vouchering agencies. Likewise, the voucherimj process itself takes 




time, as does certification. And, of course, the tax credit must eflso be 
.marketed. Since marketing through mass med1#(at least on the scale to 
date) does not appear to TJTC implementers to be very effective, face- 
face approaches are required, and they take a substantial amount of time. , 

In contrast, the payoff 1n terms of placements from TJTC appear to 
be fairly small. Most employers simply want their current employees to 
be certified retroactively, and this does not at all Improve the placement 
rates of the voucheripg agencies. To be sure, "blanket voucherlng"--. 
voucherlng alVeligible clients and sendlng them out to do their own job 
search— can and does generate placements and certifications, but* the staff 
time devoted to blanket voucherlng does not\seem\p be worth the few 
certifications obtained. Naturally, therefore^esignated voucherlng 
agencies often try to minimize the time they put Into TJTC. • 

Contusion of Agency Responsibility % 

'Another problem in the delivery system established to implement TJTC 



is the number of agencies involved, the confusion of agency responsibility, 
and the variation in voucherlng procedures across agencies. Although the 
Employment Service was given responsibility for coordinating* the marketing 
and implementation q£ TJTC, it was given no authority with which to carry 
out this responsibility. It is almost useless for local Employment Service 
offices tb try to coordinate the efforts of the other voucherin'g agencies 
1n their area, because the latter respond to the offices above them in their 
organizations, not to paraTJUf agencies they compete with at the local level 
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And, moreover, even when state Employment Service offices negotiate 

cooperative arrangements with th^other voucherlng agencies at the state 

I 

level, the arrangements are usually too vague to have much meaning at the 
local level. Consequently, theMmplementation of TJTC by vouchering 
agenctefs at the local level is fragmented and uncoordinated, and the 
particular combination of agencies that^are involved in any given area 
is usually a function of the interests of local actors. 

There are at least two consequences that follow from the uncoordinated 
nature of the TJTC delivery system. First, there is not much sense of 
responsibility for TJTC on the part of the various vouchering agencies, 
because no one if clearly in charge. Many of the agencies simply fexpect the 
Employment Service to carry the load. Second, vouchering procedures vary 
across the designated agencies, and employers are faced with what they ' 
perceive to be a complicated array of forms. Any employer that wants to 
participate by hiring from all of the target groups may get'several 
different forms for screening the various groups. If he wants to be 
efficient, he will himself have to develop a single questionnaire for 
screening for membership in all. of the target groups. . • * 

Resistance to New -Procedures " ^ * 

, In falling to provide significant funding for TJTC's Implementation, 
TJTC's designers also appear to have seriously underestimated the extent- 

to which bureaucracies resist changes in their established procedures. . • , 

> 

This means s,1mply that productivity is not the only motive of the vouchering 
agencies, at least at the bottom where most of the actual work with clients 
and employers is donfc. Generally, we have found that TJTC managers in the 
vouchering agencies support TJTC* and want to see it implemented, expecting 
at least some return in placements. At the operational level where' vouchering 
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and job development are done, however, support for TJTC is almost totally 
absent. Interviewers that conduct the eligibility determination seldom 
ever know if their clients>are .actually placed, or whether TJTC maae 
any difference. For them, the vouchering process is just additional work 
for which they receive no award- The same holds for job developers if most 
of the certifications are retroactive. Clearly they are unlikely to be' 
interested in spillover to other programs in which they are not involved, 
nor are they frequently concerned about their agency's image at some time 
in the distant future. In short, without clear and strong incentives for 

implementation, lower level program administrators are unlikely to implement 

ft 

TJTC enthusiastically. 
Surrcnary 

In summary, there are atjeast three serious* problems in the delfyery 
system established to implement TJTC. F1r$t, the system requires a great 
deal of «effort from the vouchering agencies and yet appears to yield few 
new placements that would not have been obtained Without the credit. In 
ather words the costs of implementing TJTC appear to outweigh heavily 
the benefits to the Implementing agency. Second-, lines of responsibility 
and authority in the delivery system are unclear. Seven agencies-are * 
Involved, but no acjencyis undisputably 1o charge. Third, the assumption 
that designated agencies wbuld implement TJTC in ordervto increase thelf 
placement rates seriously underestimates resistance to changes in procedures 
at the lower levels of bureaucracies. "Street level bureaucrats, 11 as they * * 
are sometimes caRed, are seldom interested irr their agency's overall place- 
ment rate^ much less\1n rather Intangfble results like an improved image 
in the business community, or spillover to other programs. 
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C. EMPLOYER RESPONSE 

. The Tax Savings ' 

In discussing TJTC with ^employers, one of the vifcws that repeatedty 

• * • • *< 

emerges is that the tax savings from,TJTC are not large enough to induce 

* 

y^mployers to a1ter'*their ? hiring practices significantly. Most of the TJTC 
target groups are not viewed* by -employers as being as productive as the 
other peopje on the labor market looking fdr entry level jobs, or, in 
the case of^the handicapped and ex-offenders, they may have characteris--- 
£ics that make employers reluctant to' hire them. 

0 t 

In contrast, however, the tax savings are-fairly small. As previously 
stated, because an employer's normal deductions, for wages must be reduced 
by the amount of the credit claimed, net TJTC savings depend on the em- 
ployer's tax bracket. Far each el igibl employee paid $6000 or more dur- % 
ing the firsts year of employment, savings can range from $900 for an 

% employer in the 70 percent tax bracket to $2580 for one in the 14 percent 

h 

bracket. Assuming that the employee works 2000~hours per year, the savings 
for the employer range between $1.29 and $.45 per hour. Given that many 
employers anticipate lost revenues due to the perceived lower productivity 
of T0TC target groups, it is. not clear from the employer's perspective 
that participation in TJTC is profitable for many companies, at least 
'participation 1n jthe sense of ^altering hiring practices. Retroactive 
certifications are another matter, but there are also barriers to employer 
participation 1n this form. • 

Ta£ Liabilities * 

Another reason for low levels of employer utilizatlon^of TJTC«may be 
lack of tax liabilities by many firms. If firms are not profitable, 
or 1f they, have dissipated their tax liabilities \>y charging them to 
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other tax credits, then they have nothing to gain 'immediately by 
participating in TJTC. 

In discussing this with employers as a possible reason fpr modest 
employer participation .in TJTC, we have fountf some evidence in support 
of it, but nothing widespread. Moreover, employers in the California 
Employment Development Department's survey of their Employer Advisory 
Committees did not mention limited tax liabilities as a terrier to 
employer participation. And the high levels of employer participation 
in the New Jobs Tax Credits raises additional doubts that employer 
participation) in TJTC is low because tax liabilities are relatively rare. 
^'^Gne^actor'Wdenffirring the Tack of tax liabilities as a barrier 



to employer participation in employment tax credits generally (TJTC included) 
1s the authorization to carry the credit back three years or forward 
seven years. Eirms can use the" credits to recoup taxes paid in the 
pastes well as to save on possibTe taxes in the future. Si nee. they 
cannot know 1n advance wha^; their tax liabilities are likely to be for 
the next seven- years, they may be motivated to participate in TJTC just 
to be safe. 



Employer Attitudes and, Hidden Costs 

Both employers and TJTC implementers agree that /the single most 



Important reason why many employers refuse to participate in TJTC—even 
by way of retroactive certifications—Is fear of the government. This 
Ending, is supported by the California Employment Developmen^Department's 
survey of 1 ( ts Employer Advisory Groups. The fear of government 1s expressed 
in various, ways: fear of "red tape," fear of government Intrusion Into 
hiring decisions, fear pf IRS audits, fear of becoming treated like a 
federal contractor. But regardless of how 1t 1s expressed, the fear prevades 
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the business community and is a major barrier to gene£at4n<f employer 

participation in TJTC. In effect, it leads employers to conclude that 

the hidden costs of participating in TJTC are quite high. When tjiese 

costs are. added to the revenues that are estimated to be los^from the 

perceived lower productivity of TJTC target groups, often they far out- 

weigh the tax savings that TJTC offers. 

However|, three things need to be emphasized about this conclusion that 

"fear of government" leads jnany employers to refuse to. participate in 

TJTC even by way of retroactive certifications. First-, as evidenced by 

the large number of retroactive as well as current certifications that have 

been obtained, not all employers* hold this attitude. Second, employers are 

t unwilling k to participate In JJTC even though they are usually quite willing 

to take advantage of other tax credits, because unlike other tax credits * 

* 

TJTC requ1res,,a considerable amount of contact with government agenctes, 

particularly the Employment Service but othep -voucher ing agencies as weil . 

T^ird, although 'employers may tfe 'familiar wjth ; the Internal Revenue, Service 

and indeed may bre in contact with the *IR§ quite regularly, this familiarity 

does fyt hecessarily eliminate their fear of 'government. Generally, 

employers would prefer, to limit their contacts with the IRS as far as 

possible. Irj short, although not all employers fear government in tlpis 
. : X J . 

*$ense, and many d£al with government agencies routinely, many employers 

would nevertheless like to avoid participation in a tax credit that in^their 

view may require more contact with government than the savings is worth. 

* i 

Screening Employees and Applicants for Eligibility 

Finally, a third and equally serious problem in TJTC, from the 
employer's perspective, is the difficulty of altering hiding practices 
even if the employer so desired. Repeatedly, employers have told us that 
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in their v\ew Screening job applicants for* TJTC eligibility may be a violation ^ 
of fair biring laws, t)r at the veryHeast expose them to law suits from ' 
disappointed applicants. Moreover??; screening applicants for eligibility 

r * * . * 

» t» 

itself .requires a commitment of personnel from the employer? People have^ 
to be trained to administer *a questionnaire, and they must administer 
It. 

The problem in screening applicants and employees fqiMJTC. eligibility 

r 0 

largely explains why a number of for-profit firms have begun to sell^this* % 

* v 
service to employers. Significantly, however, of ten. even when these firms 

do the screening of applicants, employers do not wafnt "eligibility determined 

L 

until after the applicant 1s actually hired. Employees simply do not want 

6 

their hiring decisions influenced by the tax credft, although they may 
desire to take advantage of the tax credit later. Of course, this means- 
that employer hiring decisions are not being affected. * -| 



Summary 

In summary, there are at least three barriers Rocking a positive 
response to TJTC from employers. First, the tax credit itself is regarded 
as small and sometimes outweighed by the perceived lower productivity of 
TJTC target groups, particularly if the employer 1s in ^j^gh tax bracket. 



Second, employers are extremely skeptical of government programs and as 
a result assume that the h%iden costs associated With participation in 
TJTC are quite high, higher than the tax savings itself. And, third, 
employers are reluctant to screen job applicants for TJTC eligibility 
because tjiey believe this violates fair hiring laws, they do not want to 
devote personnel time to 1t, and they do-not want their hiring decisions^ 

* V 

Influenced by a tax credit. 
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D. EFFECTS OF IMPLEMENTATION ON PERFORMANCE 
Introduction 

There 1s something of a ch1cken-and-egg problem in trying to explain' 
why TJTC does not appear to be significantly increasing the private 'sector 
employment opportunities of TJTC target groups.. On one hand, it might be 
argued that the employer response to TJTC has been weak, and limited, 
largely to retroactive certifications, because^the delivery system has 
done little to advertise the tax credit and*has geared Its activities to 
retroactive certifications 1i> order to achieve^quickly numerical goals 
for certifications.^ On the other hand, however, 1t could -also be argued 
that the delivery system has been reluctant to implement TJTC aggressively 
because the employer response has been weak and, focused as 1t is on 
retroactive certifications, has had little impact on the Implementing 
agencies' ability to place their clients. In short, 1s TJTC's modest 
performance due to Inadequate delivery, or to flaw/ 1n the Incentives 1t 
offers to employers, or both? 

One way to address this question is to determine 1f the .employer 
response to TJTC was relatively positive 1n sites where Implementation 
was relatively strong, and relatively negative where Implementation was 
weak. "However, there are serious limitations 1n the conclusions that can 
be. reached from this type of analysis. First, it provides explanations 
only of variation in performance across sites, not the absolute- level of 
performance achieved relative to expected performance. Even 1n those 
sites where TJTC has been Implemented strongly, with high levels of ' ' 
marketing, blanket. voucherlng, and efficient -responses to employer requests 
for Information, TJTC has failed to generate a. strong employer response 
•that focuses on "new" rather than retroactive certifications. And hence 1t 

* 
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would be Incorrect to conclude that, because employer utilization of 

TJTC 1s better in sites where it was implemented strongly,' weak ^ 

Implementation was entirely responsible for poor performance,' or expected 

performance could have been achieved if implementation had been better. 

All that can be concluded, ff some variation in performance 1s attribute 

able to variatlor^in implementation/ is tha,t -performance might be 

marginally improved by Implementation a<&1vitYes found' 1n sites where the** 

M 

employer response to TJTC 1s relatively positive. 

Second, as 1n any statistical analysis, questions of causality cannot 
be answered, although the statistical analysis can Inform assumptions that 
bear on these questions. For example, it may be the case that certain 
types of implementation are associated with certain types and levels of 
employer response to TJTC. But this does not necessarily mean that the 
employer respoqge was In^some sense caused ^by the ^implementation. It 
could be the case that the Implementation procedures 1n question w p ere 
established in response to the way .employers participated IrvTJTC and the 
types of empjoyere that dec^dee to participate. In some of our sites we 

4 

have Indeed found this'to-be the case.. And the statistical analysis' must 



be Informed by this evidence. 

The analysis presented here examines the relationship between, on th^ 
one hand, Implementation variables and Indicators of local economic activity, 
and on the other hand* TJTC performance as measured by tfie proportion of 
certifications that are retroactive, and the percent^je of planned certlfl- 
catlons^chleved by the Employment Service within thelites Included 1n 
the Study. These wera the only quantifiable pej^opm^nce 'Indicators 
available 1n most of our sites, and even thfey aVe not as reliable as, we would 
like. The Implementation variables Included in the analysis are the goals of 



program administrators, TJTC administrative procedures, involvement by 
-various, groups and^ organisations , and advertising technique . * 

Employment Service Goals 

t .-In most of'qur sites*, TJTC implementers in the Employment Service 
formulated goals for TJTC when they'de^d^djiow to implement it. In some 
sites, local offices formulated only numerical goals for certifications 4 0 
°and vouchers (or had*, these goals imposed on them by State Employment Sjervice 
offices), and wanted simply to achieve these goals. " In other sites, 
administrators developed non-numerical as well as numerical gdals, hoping 
not only. to achieve specified levels of certifications, but also increase 
placements for TJTC target groups, expand and Jmprove relations vflth 
employers, and ^ r develop new or better relations with the other voucherin^ 
agencies. Stm other sites viewed TJTC skeptically and developed* no goajs 
for 1t at ^11 even though they may have had numerical goals imposed on them 
by their superiors. -The # posture taken by local Employment Service officesiL 
toward retroactive certifications also varied 01 across our sites, with 
Employment Service offices in som&\Sltes*promot1ng retroactive certifications, 



some simply responding to employer requests for them, and, some actually 
discouraging them by making 1t difficult for employers to obtain them.- 

As might be expected, these goals do appear to have" affected TJTC ' ^ - 
performance. Table 13 shows the average percentage of certifications that 

o * 

•were retroactive, and the average percentage of planned certifications . \ 
achieved, for the sites broken down by their goals and postures toward 
retroactive certifications. As shown in the Table, Employment £erv1ee offices 
that discouraged retroactive certif 1cation# ha\fe a lower precentatge of ♦ 

' centificatHSSs that are retroactive* than offices that efther encouraged or * 
promoted them. „ Moreover, it appears that the level of certification goal* 



TABLE 13:. AVERAGE PERCENT OF • CERTIFICATIONS RETROACTIVE, AND AVERAGE PERCENT OF PLANNED 

CERTIFICATIONS* ACHIEVED FOR SITES BY VARIATION- IN EMPLOYMENT -SERVICE -GOALS 
— AS OF MARCH 1981* - • • , ' f 



Promote 
Accept 



ES Posture 
4 Toward * 
Retroactive 
Certifications' , Discourage 



% Certifications 
Retroactive 



76% (8) 
80% (14) 
'68% (3) 



% Planaed Certification 
. Achieved * J 



87% (4) 
70% (7) . 
52t'0) 



K Goals 



> Numerical * 
0*1 y 

Numerical *& * 
- >• ;Norv-Numerjca] 

No v Goals. ' r 



, 76% (12) 

58% ; (5) 
-74* (8) 



55% (7,) 

^89%' (4)" 
100% (2) 



*N's are In parenthes#£ N=13 for %. planned certifications achieved because only 13 sites could 
provide both- certffteat Ions goals, and 'numbers of cerilfications^chieved. 
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achievement is dependent at least in part on. the way Employment Service 
offices handle retroactives , with the level of goal achievement going up 
directly as a function of the extent to which Employment SeVvice offices 
assist employers in obtaining them. Apparently, those' Employment Service 
offices which aneUchieving or approaching numerical goals for certifications 
are doing so 4n part through the issuance of retroactives. 

• The relationship between TOTC performance and the types, of goals held 
by Employment Service offices i;s less clear. /Those Employment Service , 
offices with non-numerical as well as* numerical goals for TJTC experience 
better TJTC performance than offices in other sites, in terms of having both 
a relatively low level of retroactive certifications and yet an acceptable 
level of goal achievement. But Employment Service offices with no goals do - 
well at numerical goal achievement even though they claim not to care about • m 
it, while Employment Service offices that claim to want to achieve nQmerical^ 
goals evidence pbor^erformance on this very indicator. All that can -be 
said from this is that, unless TJTC is viewed as a placement tool, performance; 
1s likely to be random or at least dependent on contextual factors outside 
administrative control. 

TJTC Administrative Arrangements 

TJTC administrative arrangements affect performance modestly, but fn 
predictable directions. Table 14 shows the average percentage of certifica- . 
.tions that are retroactive, and the average percentage of planned certifica- 
tions achieved, for Employment S'ervice offices broken down by their voucher- 
ing strategy and their integration of TJTC into other program activities. 
Predictably, those. sites that do little or no- client voucher 1ng and focus 
-Instead on retroactive certifications experience a high proportion of certifi- 
cations that are retroactive, and do well at achieving planned certification 

/:•■.-' • • . . 
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TABLE 14: AVERAGE PERCENTAGE OF CERTIFICAVlONS RETROACTIVE, AND AVERAGE PERCENTAGE OF 
PLANNED CERTIFICATIONS ACHIEVED, FOR SITES BY ADMINISTRATIVE ARRANGEMENTS 
AS OF MARCH 1981* 



ES 

Voucher 1ng 
Strategy 



Blanket 
Selective 

Retro-Cert1f1cat1on 



% Certifications 
Retroactive 

49% (4) 
74% (17) 
85% (4) 



v 



% Planned Certifications 
Achieved 

79% (3) 
69% (9) 
90% (1) 



Relation 
to Other 
ES Programs 



linked 
Not Linked 



67%. (1 a) 
75% (15), 



88% (6) 
60% (7) 



*N , s. are 1n parentheses. N=13 for % planned certifications achieved because only 13 sites could 
provide both certification goals and numbers of certifications achieved. 
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levels. Selective,vouchering is also associated with a fajrly high level of 

retroactive certifications but with limited goal achievement. The most 

successful vouchering strategy, in terms of being able to achieve a low. 

lev/el of retroactive certifications and yet a respectable level of goal 

achievement, is blanket vouchering. From the perspective of Employment 

Service offices, the&extra work involved in blanket voucher ing'may not be 

worth the certifications achieved, but- it appears that blanket vouchering 

does generate significant number of new T\JTC hires., „ > 

* Similarly, relatively successful performance is also associated with 

Employment Service^ offices that have linked TJTC to their other programs. 

Usually 'this linkage is established simply by using TJTC as part of the job 

development process' at least for some clients, although in some cases 

(California* for example) TJTC is linked not just to the placement 'process, 

but to other tax credits and special programs. As sfciown in Table 14, sites 
» « ■ 

where Employment Service offices established such linkages achieved a high 
percentage of planned certifications and yet had only an average proportion 
of certifications that were retroactive. In contrast, certification goal 
achievement was low and retroactive certifications' were high in sites where • 
no linkages were established between TdTC an^ other Employment Service programs 
In these sites, TJTC is usually being usledsnly for retroactive certifications 
and 1n response to employer job orders requesting vouchered participants. 

Groap Involvement ^ - _ _ * 

* The delivery system established for TJTC encouraged a number of agencies 
nd organizations to coordinate their efforts. * Table 15^ists the,average 
ercentage of planned certifications achieved,. -and. the average percentage of 

certifications that were retroactive, for our sites broken down by the , 

* * $ ' * 

level, of involvement of a number of agencies and organizations. - The Table 

shows an ^association between rela^vely high levels of goal ^achievement 

and 'active involvement by local Employment Service offices,* state Employment 



Service offices, and private firms assisting employers in obtaining 
certifications. The proportion of certifications that are retroactive 
is relatively high where Private Industry Councils and TJTC vendors 
are active, c predictable 'finding given that both of these types of 
organizations have been promoting retroactive certifications. The 
most successful performance, as measured by low levels of retroactive 
certifications and yet high levels of certification *goal achievement, is 
found in the two sites where Employment Service involvement is high. In 
these sites, local Employment Service offices are implementing TJTC 
enthusiastically, they have integrated it into their placement process, and 
have marketed it with a variety of advertising techniques. 

The surprising finding from the Table is^that invol vemen&by CETA Prime 
Sponsors and^ community based organizations is associated with low levels of 
certification goal achievement. Our research ^t the local levels suggests 
that Employment Service .offices are more likely than Prime /^feorisors and 
community based organizations to view TJTC favorably and use it as a 
placement tool. The findingNn Table 15 suggests that TJTC performance is 
more successful in sites where Prime Sponsors ha^e given responsibility for 
TJTC to the Employment Service rather than keepincj it themselves. And this 
may be because Employment Service offices are* more likely to implement TJTC 
enthusiastically and have more experience with direct placement prpgrams 
'than Prime Sponsors. 

J * * * 

S 

Marketing Approaches 

In our dtscu?s/tons with TJTC implementers at the local level we have 

c 

frequently heard jrorapUints about the lack of a major* national advertising* 

' y ° * 

campaign for TJTC. And yet w6 have also heard many implementers claim that 

• *. • ^\ „ * & 

face-t<?-face marketing approaches are the pply way to "sell" a targeted* 
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JABLE 15: Average Percentage of C.eriifirC^tlMl_Retroactive, and Average 
Percentage of Planned Certifications Achieved, for Sites by 
Different Types of Groups Involved, As of March 1981* 



% Certifications 
Retroactive 



% Planned Cert 
Achieved 



ifica^i 



ons 





High 


38£ 


(2) . 


100+2 (2) 


ti> involvement 


Medium 


73% 


(13) 


\ 76% (5) 




Low 


76% 




61% (61 




Involved 

1MYU 1 YCU 


82%' 


(5) 


72%' (3Y 












PIC Involvement 


Not Involved 


' 69%' 


(20) 


73% (10) 




Many 


. " 91% 


(3) - 


96% (1) 


TJ vendors 


oUJllc 


70% 


(6) ' 


73% (4) 


* 


None 


»64% 


(16) ■ 


1 65% (8) 




* 

"Involved 


79% 


(16) 


55% (7) 


PS Involvement 




59% 


(9) 


. 93% (6) 


Not Involved <r. 














Involved 


73% 


(8) N 


' . 65% (4) 


. CBO Involvement 




71% 


(17) 


76% (9) 


* s » 


Not Involved 


* 


High , 


74% 


03) 


• 81% (8) 


State ES 




Involvement 


Low • - 


69% 


(12) 


. 60% (5) 



*N*s are in parentheses. N=13 for % planned certifications achieved because only 
13 sites could provide both certification goals and numbers of certifications achieved, 
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employment tax credit. To try to address this, apparent v disagreement , we • 
systematically investigated the *types of meeting approaches used in our 
sites and examined TJTC performance where different approaches were used. 

Table 16 lists the average, percentage of certifications that were 
retroactive,, and the average percentage of planaed certifications achieved, 
for the sites broken down by their level of marketing and the types of 
marketing used. The level of marketing, v^as computed as a scale suimring 

9 

the number of different types of marketing approaches used. In* some sites, 
a number or all of the techniques listed in Table 16 were. used, while in 
other sites 'none or only one to twq techniques were used. As shown in the 
Tabl^ those sites that used a number of techniques achieved a higher 
percentage of planned certifications than sites where .few techniques were used 

It can also be seen in the Table that performance varies according to 
the types of 'approaches used. As. many local implementers have argued, , - 
face-to-face approaches (contacts during job development,- seminars with 
employers, and direct contacts with accountants and accountant associations) 
are associated with relatively hiqh levels of certification goal achievement. 
Mass mailings do not appear to enhance goal achievement very much. And those 

* sites that .used mass media to market TJTC evidence lower levels of goal 

«. * 

achievement than those sites where mass media were not used. Tabl,e 16^also 
shows that none of the approaches greatly affected the percentage of certifi- 
cations that are ••retroactive. " • \ 

» s 

« • S 

Economic Conditions. ' • , 

Ifrwas stated in Section J that, altfi^ugh the number of vouchers issued 

* has ri$e& steadily £i'nce TJTC began* the. number. of certifications slumped 
during 1981. -The explanation offered for this finding was the recession* 
that occurred during 1981; economic activity declined and hende certifications 
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TABLE 16: AVERAGE PERCENT OF CERTIFICATIONS RETROACTIVE, AND AVERAGE 
PERCENT OF PLANNED CERTIFICATIONS ACHIEVED, FOR SITES BY 
■ * VARIATION IN MARKETING APPROACHES AS OF MARCH 1931* 



Certifications 
Retroactive 



% Planned Certifications 
Achieved 



'•Level of 
Marketing 



High 
Low 



71% Cll) 
73% (14) 



86% (6) 
61%. (7) 



Mass Mai lings 



Used 

Not Used 



68% (8) 
74% (17) 



73% (5) 
66% (8) 



Mass Media 
(Radio, TV, News 
Papers, Mags.) 



Jsed 

Not Used ** 



75% (8) 
70%. (17) 



57% (5) 
82% (8) 



Job Development 
Contacts 



Used 

Not Used 



71% (15) 
731 (10) 



81% (61 

t 

65% (7). 



Seminars with 
Employers 



Used 

Not Used 



73% (13) 
70% (12) 



. 79% (7) 
*" 65%. (6) 



Accountants 
Contacted 



Yes 68% (13) 

No * « 76% (12) 



84% (8) 
54% (5) 



*N*s are 1ri parentheses. N=13 for % planned certifications achieved because 
\on1y^H3: sites could provide both certification goals and numbers' of 
^er^f^Hons achieved.' • ' 



decMned also. However, data oh the relationship between Vonomic 
activity and TJTC performance inVir sites suggests the relationship 
"may be 'more complicated than this. ' ^ ■ 

Table 17 shows the average percentage of certifications that were 
retroactive, and the average percentage of planned certifications achieved, 
for our sites broken- down' by thefir unemployment rates? and their level of 
business response to TJTC as perceived by TJTC implementers i\j^t h e Ey ptfSy- 
ment Service and CETA Prime Sponsors. The relationship between TJTC 
performance and subjective indicators of business response is as expected, 
with the percentage of certifications- that were retroactive declining and 
^certification goal achievement improving as business response moves from 
weak 'to strong. But the relationship between performance and unemployment 
runs soipewhat counter to expectations. The percentage of certifications 
that are retroactive is relatively 'high, and the level of goal achievement 
i.s relatively Tow, when unemployment is efither very low or very high. One 
possibly valid explanation for this curvilinear relationship is thaj high 
unemployment 'is associated, as suggested 1n Section I, with reduced employer 
hiring which* suppresses employer participation^ in, TJTC, while low unemplgy^ 
N m§nt is assgciated with reduced employability among the TJTC target groups, 
which al'So suppresses employer participation. * 

Summary ' v . . . • ■ ^ 

The findings from this analysis provide support for the view that weak 

. implementation of TJTC has hurt TJTC's performance. Sites where TJTC has 
b&en marketed with a variety* of approaches, integrated J n to other programmati 

# activities, used as a ^self-marketing-tool for job development^ TJTC 
eligibles, ancf implemented -with the active participation of a number of - 
.agencies -evidence positive performance in the sense of having both* relatively 
low proportions of certifications that are retroactive and yet relatively 



TABLE 17: AVERAGE PERCENTAGE OF CERTIFICATIONS RETROACTIVE, AND AVERAGE 
PERCENTAGE OF PLANNED CERTIFICATIONS ACHIEVED, FOR SITE BY 
VARIATION IN BUSINESS ACTIVITY. AS OF. -MARCH 1981* 



Business 
Response 



Weak 

Moderate 
Strong 



% of Certifications '% of Planned 

Retroactive Certifications Achieved 



81% (5) 
73% (15) 
59% (5) 



52% (2) 
69% (7) 
89% (4> 



Unempl oyment 
Rate 



0 to 6.0% 
6.1% to 8.5% 
8.6%+ 



78% (5) 
•67% (15) 
79%' (5) 



"42% (3) 
~ 8t)%~C9l 
+64% (1) 



*N , s are in parentheses. N=13 for % planned certifications achieved because 
only 13 sites could provide both certification goals and numbers of 
certifications achieved, r 
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high levels of certification goal achievement. Of course, the question 
remains as to whether such implementation is perceived by TJTC implementers 
to increase productivity (placements achieved per person hour worked) enough 

* 0 

to warrant the staff time and effort required by it. Our research has 
found th#t in mar^y cases TJTC .is perceived to reduce productivity and 
hence is not implemented aggressively for that reason. Moreover, it is 
not clear that implementation of this^sort could raise TJTC performance to 
expected levels. Even in those sites ^wbere implementation was quite* strong, 
retroactive certifications were nevl^heVess a large proportion of the 
certifications issued. All that can be concluded is that TJTC performance 
would' probably be marginally improved by increased efforts on the part 
of the delivery system. 

E. SUMMARY ASSESSMENT 

Returning to the three aspects of performance that iwst be considered 

in evaluating TJTC--deli.very, employer utilization, and jfects on employer 

behavior—the following conclusions are warranted by our research; 

1., In large part the delivery system for TJTC'has not used TJTC as a 
/placement totSVr'-TJTQ,. performance was hurt to some extent by' weak 
• / Implementation as well as client resistance to using vouchers as 
\an aid in job development. 



2. Employer participation inJJTC has been modest and has focused on 
retroactive certification^ rather than "new" TJTC hires. °\' & 

3. Excepfrfor thoVe cases wWere employers have-placed- TJTG job' orders 
with the Emplojhnent Service or referred; job applicants to agencies 
for vouchering Iprlor to making the hiring decision, TJfC'has not 
signiflcantj^ffected employer hiring,, fijrfng, and retention- N 
decisions orincreased either employment opportunities for TJTC 
target groups -or placements f.ates for most agencies in the- delivery 
system. • * 

To explain these findings,. a number of TJTCVs assumptions abou.t delivery 

system and employer motivations antf cap^^Titles must be revised. With regard 

tO£mployers, 1t must be concluded that they perceive tf]| hidden costs of 

targeted employment tax credits and the* costs due to the relatively low 
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productivity of certain- target groups to be quite high-, and they are very often 

< 

either fearful of or unwilling to, alter their hiring, practices so as to 
use^target group eligibility as a criterion in their decisions. Both of 
thes.e* factors make retroactive certifications more attractive to employers 
than "new" TJTC hires. With Regard to the delivery system, many of the 
vouchering agencies perceive the costs of implementing TJTC to be^greater than 
the benefits obtair^d in placements, in large part because -employers are 
participating "byway of retroactives; lower level personnel in these agencies 
are seldom motivated to improve the quality of their placements, or the image 
of their agencies; and coordination among agencies is unlikely without clear 
lines of authority and accountability.* Irr the next section of this report, 
policy alternatives ^arfd^ their i^etffctal^'pe'fformance are presented in light 

of these revised asj^imptions 0 . 

*» - p 

*r - * * m * 

* * * >» • 



a 




, 82 

f 

IV. ■ IMPLICATIONS ' ' 

A. INTRODUCTION * 

The pattern expected for TJTC delivery and employer utilization has not 

been achieved, and hence it would be premature at this point to conclude that 

TJTC as it, now exists adequately tests the targeted employment tax^credit. v 

concept. Although TJTC is not altering many employers' hiring practices or 

being used extensively as a placement tool by the delivery system, this does 

not mean that self -marketed employment tax credits cannot, in "pri ncifil 6 , 

increase employment opportunities' 1 for targeted individuals. TJTC sijnply * 

does not test the concept, because most employers are participating in TJTC - * 

through retroactive certifications for their cQ^erit empjloyee^, and -the 
- . * _ * ^ * * 

delivery system, fn large part responding °to this mpde of emplpyer participa-* 

* t 
tion, is not 'using TJTC as a self -marketing aid for their clients. Until 

the expected pattern of delivery c^nd employer util^zation-'-self-marketing % 

by D vauchered clients, and "new" TJTC hires by employers— is achieved, 0 $91^- * 

■ 

elusions cannot be reached about whether this performance .pattern .would * . 
produce its desired impact of improving target* group employment. * 

TjMfg? aresea^aJ positive* results from TJTC that deserve attention l.est , 
*the/fpolicy "baby" 0% targeted employment tax credits be thrown out with t|j§ 
;/iJTC bathwater.- First, relative to either targeted employment ta^ credits, , \# 

•the a le#el Qf**$$lbyer pa^ticlpatio^iri TJfC has o been cjuite high. '* if retfo- 
* active? cert1fM^#on£* t aie excluded,. TJTC'Still^prodycpd over £00,000 new TJTC . 
, , <*vh1res tp^ta.flcst 19 months of operation, 55,000 : of which Were*pcrtsi<fe the 4 
i*' cooperative* educatitin Jtarglt. group; ;ln^contrast r ojrob^.ly bfefJause-itrfha;^ " ,• 

' smal ler<un1 vterse df el 1 gft 1 e cl i eiffes; the? WIN, tax : creji t h\s arfho? iled "3&1 " i * • 
•between ^5,000. and W,00<PWkr€»d1ts each iffr between T977 atoPftgO. ^eb^ndr 
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there is some evidence to indicate t;f>at about half of these 55,000 '^new'i hires * 
in TJTC (outside. the cooperative- education target group') reflect at least* , 
a marginal adjustment^ in employer* hi ring -practices, $i nee aboui half of " "new" ~ 
' TJTC hiVes come from eitjier^ employer requests for TJTC^el igible referrals, or/ 

"reverse referrals" where employees' refer job. applicants te ager}£ies\ for voucher-" 

u . ' • - . . * , • r ■ 
ing prior to making their hirjhg decision* .Third, the* coXt .©f implementing TJTC 

■ "' - » . ' - •*. /-*•'. v ' ■ • • "* 

have been very lowland ^et the delivery systemjas responded weH, in issuing 
large, numbers of vouchers, retroactively certifying gjigible employees, and 
dis$eminat>ng information*, To be sure, implementation coulcLhave been more 
extensive and aggressive, but it co:uld not have bfeen'less expensive. * 

* * m * \* "?r~" v 9 * , . • 4 * 

, - • * In this/th^^clusion of the. report*„pol\'cy options will' be discussed* 
th^t ml^fvt be^ expected to alter TJTC del i ver^f system pro^adyres and employer 
..utilization to produce self -marketing by clients and "ne$' TJJC hi res from-' 
em&loyers. Lt must be, left 'to faturfe research on'*a, revised systfem to d#ierttine * 



if such a. performance ^pattern would have 'the desired iippact -of increasing far-* . 



get group employment. ' * v ' / • * -ir' • - ' 



- B, ADJUSTMENTS FOR PRODUCING DESIRED PBRFORMftUCE^ / • T f > - ¥ ( V . ' ^ ' v 

* - I ^QlXcV Options aelffrCQnsfde^ O^ ' ^ ' **\ ; . • ; % v $ ' 
% i> r TJTC fm^^gienters.^t'btfthf tK^^&cal^afh* the'nBfiopal level hfve called ^ 

^^^A«*; v; f.r \ -> t 3 -v- • * • • V°r 

V' %fpV; on^r^wa extensive, changes* in JJT€ n dAen?jb'ng-<)a whether they^brame, th& - 
mI^V ; . * a :^ s f •** ^ * ^ ° a * 

^ delivery sVstem^or t:he crfedlt itself for TJltrs modest performance. Some 

• • • - • ; * t & ' « 

VOf those that blafffe the delivery system have recommended. i^crea^ed funding for 
^%*TJTC admintst ration on th6 assumption' that employers are "nbt claiming T^/geted 

i. Jobs tax credits jn high numbers because the delivery system has not adequately 

; 4 i.« : ( x ^ • ' 

"marketed TJTC oir used TJTC as a placement" tool. In contrast, some ot those 

* ' . * v * * > • ^> * \ 

^that blame the tax credit— the mix of incentives and requirements designed to 



alter employer .behavior— have recommended increasing the tax savings offered 

to employers and loosening target gr y oup elibibility criteria as a way to 
» 

increase employer credit-claiming iriTJTC. Our research indicates, however, 
that neither of theh changes in TJTC, if only one .of them is, made, would 
produce its intended effect of^increasing target group employment. r 

An increase in funds for administering TJTC would .probably generate a 
marginal increase in vouchering by the delivery system. But in all probability 
increased Vouchering by the delivery system would not. shift employer partici- 
pation from retroactive certifications to "new" TJTC hires, since the retro- 
.^cJjj^e-jnod^-^ -p ar ti from the employer's per- 

spective. Moreover, it' is unlikely that* increased funding for TJTC adminis- 
tration would efficiently increase* vouchering. Our research has found that 
the delivery system is less responsive to resources and policy directives 
f 5 rom tftenational level, than 'to employer, utilization of TJTC and. its ejects 
on performance indicators related to .organizational survival and internal 
pronation.. If employers continue to participate iiTTJTC through retroactive 
certifications, the delivery^stem would probably remain reluctant $o issue 

* r * 

vouchers regardless of increased funding, and additional funds far administer- 
ing.JJTC would probably be diverted to. more productive agency activities or* 
absorbed as waste. - 

• ■ . r 

Similarly, an increase in the tax savings offered to employees £nd 
loosened target group eligibility criteria jwould probably generate an increase 
"in employer credit-claiming in TJTC. But it is doubtful that such changes in 
TJTC would increase employment opportunities f<jr targeted individuals, since 
employers riouTd still have. the option of obtaining retroactive certifications, 
which *are more attractive to them than "new" TJTC hires. So long" as the- retro- 
active certification option is available, any increase in employer credit-cVaiming 
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stimulated by alterations in the, tax credit's design would probably remain 
predominantly retroactive. It is unlikely that "new"* TJTC hires would in- 
crease more than proportionally, or* that'retroactive certifications would 

0 

either reflect or lead to alterations in employer hiring practices. 

In -contrast, two less extensive alterations in TJTC, when made together, , 
would probably produce the performance pattern TJTC's designers expected it 
to produce originally. These changes are a targeted increase In funds for 
administering TJTC, or at least a rech^tribution of. existing administrative 
funds, and elimination of the retroactive certification option. El iminautioft - 



of the retroactive Certification option is required if^many employers are to^ 
be expected even to conside>| making "new" TJTC hi>es. From the employers 1 
perspective, participation through retroactive certifications is highly 
preferable to making "new" TJTC hires. But from the perspective of increas- 
ing employment opportunities for TJTC target groups, retroactive certifications 
are of little, if any, value. Eliminating this' option would at least give* the . 
se v lf-marketing concepts chance, if self-marketing can Ve implemented. ' 

The implementation of self-marketing by vouchered "&TC participants re- 
quires redirection of the delivery system from its selective Vouchering 
strategy toward motivation of clients to use the vouchees when seeking employ- 
ment.' There are several ways. in which these conges in delivery might be 

promoted, some ways m6re expensive but probably more productive than others. 

/ 

An intensive approach would be to redirect all funds currently being used , 
for mass advertising from this approach to what mightn^ called "client 
advertising," where clients ere given instructions on how to use^the vouchers, 
and packages describing TJj^C are provided to clients to use during job search. 
A toore expensive approach would be to authorize a modest increase in TJTC 
administrative funds for this purpose as will as blanket vouchering. The latter 
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t f 

t 

would probably not continue unless employers began making "new 1 , 1 TJTC hires, 
but; with the option of retroactive certifications eliminated, there is a 
good chance they would do this and that the dialectic of new hires and in- 
creased vouchering would begin^__nna11^,_^much more^expensi ve approach would 



^ (^"tp tie TJTC directly to a self-directed placement program for teaching 

clients how to cdnduct job search and us.e the voucher, and monitoring their 
efforts. 

Reasons fo/ Expecting Desired Performance * 



Given our findings about why many employers are reluctant to claim 

Targeted Jobsr tax credits or alter their hiring practices, there is Qnly a 

modest chance that TJTC would increase employment opportunities for targeted 

* _ * 

groups evfen if , the retroactive certification option were eliminated and the 

delivery system wer,e redirected toward blarlket vouchering. But the chance 
cannot' b$ excluded as a reasonable possibility. The major obstacles to 
employer utilization of TJTC are the, perception cyi the part of many employers 
that TJTC target groups are le£s productive than other workers, the employers 1 
desire to minimize contact with government agencies, and the difficulty 
employers have in altering their hiring practices even when they so desire; 

,The perception that targeted groups are less productive than other workers 
probably cannot be overcome in the short fun. And hence at best a targeted 
employment tax credit is going to stimulate only very marginal alterations in 
employer hiring practices. In other words, only those employers that normally 
Hire from groups "close to" the targeted groups 'are going to adjust their hir- 
ing practices to take advantage of the .tax credit even if ^he other barriers 
to employer credit-claiming .are removed. Although tax savings and target 
group criteria can be adjusted to ge nerate i ncrea se^redit-cl aiming , " there _ . 



are definite tiftrits to how far and how frequently employer hiring practices 
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can be influenced by taraetecf employment tax credit, since at some point in- 

• ' \ • * , • 

creased savings will dissipate employer tax liabilities entirely so £hat 

further deductions will not be usable, while eligibility criteria require 

\ * * ' 

less behaVToral changes the looser they become. M 

. 9 • ; 

. However, elimination of the retroactivp certification option and redirec- 

* < 

tion of the delivery system might overcome the other, two barriers to employer 
credit-claiming and changes in hiring patterns— fear of government and difficulty 

in altering hiring practices. These barriers exist because- in most cases em- 

— — t- f ' * , 

ployers wishing to make "new" TJTC hires fiave either had to contact the Employ- 

/ 

ment Service for TJTC referrals, or do the screenir\g themselves and refer, 

eligible applicants to one of the designated agencies for vouchering. If large 
V 

numbers of vouchered clients ^were presenting the voucher when applying for jobs; 
then employers would not have to kcreen for eligibility themselves beyond 
differentiating between*vouchered and non-vouchered applicants. And they would 
also have to contact the vouchering agencies only for certifications, not for the 
initial eligibility determination (voucher) too. In-other words, ther'e may be, 
-so to speak, a "critical mass" or level of self-marketing by vouchered clients 
that must be achieved before employers will find it feasibfe and in their view 
"safe" to alter their hiYing practices. TJTC is the first targeted employment 
tax credit with a large universe of el igibles--perh^gs large enough to provide 
the "critical mass" needed to achieve this effect— but because .there has been* 
little blanket vouchering as well as resistance by vouchered participants to # 
using the voucher during job search, this critical mass has not been achieved 
and the possibility that ft Would produce thes* effects has not been tested. * 
Summary ' «: ' » 

In summary, TJTC dcfes no* test the targeted employment tax credit coqcept \ 
because large numbers df vouchered participants have not been. -delivered (and • 
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have rwt delivered themselves) to employers, and employers have participated 
in TJTC predominantly by wav of retroactive certifications. Both of thes* 
problems in TJTC stem largely from the TJTC legislation, not from adminis-* 
trative arrangements established by the Department of Labor. And tt> a large 
'extent the problems are reciprocal in nature. Because employers make few . 
"new" TJTC hires, TJTC implementers are reluctant to voucher large numbers of 
TJTC eligibly and push them to use the voucher efi a marketing topi; but, to' 
some extent, employers are making few "new" TJTC hires because the 1 invited m 
availability of TJTC vouchered clients seeking jobs means that, for employers i 
to c^aim TJTC by making "new" TJtC hires, their level of involvement with 
the government must be high or they must screeji for TJTC eligibility, them- * 
selves, factore-that make retroactive certifications far preferable to "new" 
hires. Elimination of the retroactive certification option would probably in- 
crease the frequency with which employers make "new" TJTC hires, but their 
willingness to make these hires and alter their hiring practices probably 
depends also on the exterrt to which vouchered TJTC eligiBles come to* them 
seeking jobs and presenting the voucher. Hence, alterations in both the tax 
credit's design and^ its delivery are probably necessary if the desired ^pattern 
of TJTC performance, is to be achieved, "f « 



This is not to say, however, that 'other alterations in TJTC should not be 



considered, only that our research suggests .that the alterations most' important 
to producing self-marketing* by TJTC eligibles and "new" JJTC hires by employers 
are elimination of the retroactive certification option and redirection; of th& 
delivery system toward blanket vouchering and motivating clients to use TJTC 
vouchers during job searcft. Other changes in TJTC worth considering include 
increasing the tax savings offered, redefining the target groups so that the, 
mos.t disadvantaged members of the labor -force are served, arid 'central i zing TJTC 
/administration 1n a single agency. <~ 
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c: CONCLUSION 

1 1 

TJTC as it now exists is not achieving its intended results,^ in terms of 
either delivery, employer utilization, or alterations in employer firing 
patterns. There is a reasonable ghance that-a redirection of TJTp administra- 
tive funds together with Elimination of the retroactive certification option 
would produce the desired pattern of delivery and employer utilUa£fon. But 
theps^s no guarantee that this would yield the desired-impaqt of increased 
employment opportunities for the targeted groups* All that can be concluded 
is that it might. * ' 
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Footnotes 



] John Bishop, "The Design of Employment Subsidies-#-Les$ons of the U.S. 
Experience," micieo, Presented at The 36th Cortgress on Public Finance and Public 
Employment, International Institute 1 of Public Finance, Public Finance and 
Public Employment, XXXVIth Congress, Jerusalem, August 25-29, 1980, p. 5. 
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